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SECTION |: PROJECT OVERVIEW
A. SUMMARY

The University of VermonMedical Centeinc. “UVMMC”or “t he applicant?”)

Certificate of Need CON’) application to the Green Mountain Care Bod&@NICB”) pursuant
to 18 V.S.A. 8 9434(b)(1) and GMCB Rule 4.000. The igppkrequests a CON approvinige
replacement of the Fanny Allen operating roomsa@clopment of aulti-specialty

C

-

Outpatient Surgery CentérOSC’) at119 Tilley Drivein South Burlingtm( “t he pr oj ect ”)

There is aleepneed for this projecAsthe GMCB theAgency of Human Serviceand the
Department ofFinancialRegulatiorhave recently highlighted, wait times for access to specialty
medicalservices in Vermontincluding many of th specialties that will be served by the

proposed OSE&-are already at unacceptable levels. When Vermonters cannot receive the health
care services they need, when they need themntlagyeithedive with illness and pain for

longer than necessary, worsemiooth quality of life and lon¢germ health outcomesrchoose

to travelelsewhere to receive their caoftenwith addtional personatostsand inconvenience

This project is one of many undertaken by the UVM Health NetWotkN e t wocaddkesshe
current and futur@eeds ofts patients and the requestsitsfregulators.

Currently,UVMMC has 25 operating rooms@RSs') divided betweetthe main campuysvhich
house0inpatient and outpatie@Rs andthe Fanny Allen facility in Colchestewhichhouses
five ORsused exclusively for outpatient procedurBise Fanny AllerORshave been identified
for replacement in the UVMMC Facilities Master Plan since 2017. @heyndersized and
outdated anddue to their configuration and footprjtiheycannot beexpanded or renovated to
accommodate the array of outpatient surgeries available to patientsWitag lease set to
expire in 2026 and air qualiissues that forced O&tosures in December 2019 and again in
November 2020, replacement planning hastzseelerated as it has become evident that the
Fanny Allen surgical facility is nearing the end of its useful life as a surgical environment.

The anticipated loss of the Fanny Allen ORs will coincide with a rapidly growing and aging
population within UVMMC’ s s e r, and theeefore a ggaificantly increased needfiih
inpatient andutpatientsurgicalproceduresWithout the additional capacity provided by the
proposed OSQGhese demographic drivers will resultamearly 4300-patient surgical bzklog

by 2030at UVMMC. Outpatient surgical capacity, already constrained, will fall to unacceptable
levels.

The UVMMC main campusannotaccommodatéhe outpatient surgeriesow performed athe
Fanny AllenORsoncetheyclose norwill it have capacitya meetthe increasinglemandor
inpatient and outpatiesurgeriegdriven by a growing and aging populatidm ensure continued
access to care for its patients aneetcurrent and futureurgicaldemand UVMMC proposego
construcia multispecialtyOSCthataligns with contemporary surgical practice and the
expectati ons o fandpxouddrSThesincieasd im oaitpatient surgical capacity
createdby the OSC will allow UVMMC tcshift a portion of surgical casé&®m its main campus
to the new &cility, resulting inincreasednpatientsurgicalcapacityat the main campus.

! The GMCB granted the applicant a Conceptual Geate of Need for this project on September 20,
2021.SeeDocket no. GMCB015-21con.



Theprojectincludesthe purchase of B3.5acreparcellocated 3.3 miles from the matampus
onTilley Drive in South BurlingtonThestrategically locatedite hasample paking for
employees and patienis,served by public transportaticandis in close proximity to existing
UVMMC services, offering a potentially integrated patient experieflsenewly constructed
84,006gross squartmot (GSF)facility will house eightdentical operating rooms, net increase
of three ORs once the five aging Fanny Allen ORs are closed. It will also ca@taiap rooms
and 36 recovery spacéacludingeight23-hourextendedstayrecoveryrooms) plus shelled
space for four addition®Rs and 14 prand posioperative spacdbat will be fitup and
utilized to increase capacity as needdie O S C designis intended to maximiziexibility and
productivity,as well ago enhance patient and staff experier@e.its first patient day, UMM C
expects to utilize eight ORs with the capacity to accommagieoximately8,000 surgeries per
year

The project willrequire166 FTEs,approximatelyhalf of whom willtransfer to the facility from
themain campus anthe Fanny Allen UVMMC will actively begin workforce recruitment and
developmento fill 78 new positionsio less thard8 months prior to the first patient ddy.
addition, the Networksi expanding its relationship with the University of Vermont College of
Nursing and Health Sciencesgmow the workforce necessary staff this and other health care
services.

As Vermont’'s | argest community hospital, tert
center, UVYMMC must be positioned to provide surgical capacity sufficient to meet cotymuni

needs for the long term, while providing a higiality educational environment to attract

learners and clinicians to study and practice in Vermonight of the critical role the OSC

plays in securing Ver mont e rogttreguines & sighificantup ac c e
front investment of $129.6M: $94.4M in capital construction costs, $5.2M in land acquisition,

$23.7M in capital equipment and IT costs, and $6.3M in capitalized intdrestestimated

capital allocation for the projecthese en i nc | ud e d -yearcapit¥ BUBQEts sincef | v e
FY2015 although the scope and timing of the project has changed as demand, locaitan, on

services and procedure mix have been refined, and &XWéD pandemidasalteredspending

priorities Debt financing is planned fapproximately$100M ofthe capital expense

UVMMC can afford to invest, and should invest, in the project as part of its financial
stabilization.In addition toaddressinghe need for expanded surgical servicethe regim, the
investmeni s consi st ent finencialflameworkanddreindispems&ble step in
placing UVMMC on a more sustainable financial pathe project will contribute tt) V MMC "’ s
financialsustainability by redung age of planthelpingmaintan ahealthydebtto-capitalization
ratio, and stabilimg days cash on hant@he project will alsogenerate aositivefinancial
marginthatwill enableUVMMC to continue to offerts adult and pediatric patieraswide range
of essential health care semsthat do not produce a positive financial margin on their.own

Pending th&s M C B approval of the applicationpastructionof the projecis expected to last
18 monthswitht h e (@S&i@atesl opening date in April 2025.



B. PROJECT NEED
1. Rationale

An OSCof the size and scale proposed in this applicag@practical necessityhefollowing
considerationsupportconstruction of the facility

a. A growing and agingopulationwill driveincreased demand

UVMMC serves a population that is growjrgging and whose needs are changiimgthe
coming yearsmore patients will require a wide range of surgical procedunasy of whichjn
light of ongoing technological advances, caw be safely and efficiently performed on an
outpatient basisAt the samdime, patient preferences and expectations are evokirgnore
patientspreferthe convenience of an outpatient setting.

From 2020 to 203Ghe overall populatiorin Chittenden County is projected to experience-a 10

year growtlrate rangingrom 4-8%, while the age65+ segmenbf the population is expected to

grow moresignificantly—from 3060% Similar growth estimates for total population and for

the Medicareeligible segment are forecast for the surroundegmontcounties, including

Franklin, Grandsle, Lamoille, Washington and AddisoFhis rate ofgrowth will drive

increased demand for batipatient andutpatient surgeriem the regionAs a result,

UVMMC’ surgical demands expected to grow between 14% and 22% by 208Qut these

numbersm context,this level ofgrowth meaathat the 25 ORs currently in operation at the two

UVMMC locations would fall short of meieig demand in 2030 by nearly 8@ cases or

approxi mately a yearo6s worth of outpatient su

Based on thegarojectionsand accoumhg for theclosureof thefive Fanny Allen ORsdiscussed
below,UVMMC will require between &nd12 additional OR$0 meet overall surgical demand
andmaintainongoing access to caf@ its patientsProjectedOR demand and suxgl volume

is discussechidetailin subsection 2

b. UVMMC6s current surgi cal f a surgicdldemmaads cannot

It is notfeasibleto increase surgical capaclly expandingr renovatinghe ORson themain
campusor atthe Fanny Alenfacility. Thesize and desigaf many ofthe currentORsmake
themunsuitable fosomeof thecomplex surgical procedures that asev common in the
outpatient settingandextending their hours of operatisrould not remedy theprojected
shortfall insurgicalcapacity® To ensure access fits patients, the applicant must mave
portion of itsoutpatient surgeries from the UVMMC main campaishe new OSCGyhich will
create room for mucheeded clinical and surgical services dua appropriateliocatedin the
hospital setting

Fanny Allen ORsDevelopment of the OSC includes the closure of the Fanny Allen ORs and
migration of its surgical staff to the new facilifijhe full replacement of the Fanny Allen ORs,
which have not been significantly reradgd in 30 yeardyas been parFaclies UVMMC’

2TheGMCBr equested and was provi ded wi tinecludidy/amelysls s s ur ¢
and data supporting the need for additionald@pacity in December 2021.

The GMCB acknowledged the inadequacy of UVMMC’' s (
granting aConceptual Certificate of Need in this matteeeStatement of Decision, Docket no. GMCB

015-21con, Finding of Fact § 10 (Sept. 20, 2021).



Master Plarsince 2017In December of 201,9he ORs were closddr several weekdueto
indoor air quality deficiencieat the facility andwereagainclosed when the issues recurned
November 2020While mitigationsvereimplementedhat allowed théORs to reopen in
February 2022these mitigations are noi@ng-termsolution andthe events of the past several
years have made it clear that this facility is near the end of its life as a usgfchkur
environment

Renovating Fanny méderhsergicalssandardssandt pmvide additional

capacityis notfeasible The ORs areunsuitablefor many contemporargutpatient surgeries

they aresignificantly undersizetly current FGI standds—rangingin sizefrom 378 to 450
GSF—andcannot accommodate the installation of air handling systemmeet current code
requirementsNor can they accommodatentemporargurgicalandinteroperative imaging
equipmentoutinelyutilized in modernsurgcal environmentsTheF a n ny  préopeeative s

and postoperative spaces algolacking The baysre small narrow and shallow, leaving

limited space fopersonnel to access the patient and for familiessibpat t he pati ent ' s
andthebays small size andloseproximity raiseconcerns fopatient privacySo although

UVMMC is exploring options to continue to use the Fanny Allen campus fatlieenon

surgical servicethat campusurrently supportsand to address other important patiesute

accessneedd t  wi | | no |l onger serve as UVMMC’ s out p.
is constructed.

UVMMC Main CampusFor similar reasonst is not feasible to expand outpatient surgical
capacity orlJVMMC’ main campusMany of the multpurposeORs are smakndcannot
accommodate specialized equipment and technology that some outpatient procedures require
making itincreasingly difficult to schedule these procedures in an appropriatfl@ksthere
spaceavailablefor the additionalpostoperative and recovery spaces necessary to support
projected demanfibr both inpatient and outpatient surgeries

A list of the current main campus ORs is included with this application as Ehibit

4 Air quality work needed to reopen the facility was performed in the PACU and the inpatient units and
involved replacing the air handler, filters and contraigl repairing the ductwork.

5 If UVYMMC is to continue to use the Fanny Allen campus for-sargicalpurposes, it will need to

extend its current lease, which is due to expire in 2026, or otherwise gain control of the property beyond
that date. UVMMC is currently exploring all of its options with respect to the Fanny Allen campus as part
of its ongoing raster facility planning process.



c. Preserving local access critical:

Asthecommini ty hospital serving Vermont’s most po
adequately prepared for the futufay loss of inpatient or outpatiestirgicalcapacitycould
sendpatientsoutside of the region arfdrther from their homeandtheir support networko

receivethe high-quality carethey deserveoften burdening them witadditional costs and
inconvenienceSafeguarding local accessrteededare will help keep the community healthy

ands ol i di f y repuiationas a desirabie place to livedawork. In addition, sending

patients out of state for procedures they could receive close to home is often more expensive to
payers and forfeits provider taxes upon which the State depends.

OtherNetworkhospitalscannotpermanentlyill the void in surgcal capacitynow or in the

future Demographigrojectionsshow that ay unusedOR capacity athese hospitals will not

meetU V M M C éssmated need f@ to 12new ORs by 203Muringits review ofthe

Coll aborative Sur gerinpOdeen20XtheGMCBI€ydested@mmd! i cat i o
received data frorthe Network indicating thaDR capacity at Central Vermont Medical Center
(“CVMadP)or t er Medi c a isingsliffiaientte absoftd SRaM&ge ih capaciat

UVMMC .® Moving surgeries to thodacilities would merelydegrade their ability to meet their

own community needs.

d. The OSC will support highuality care and improved patient access and experience

The proposed OS{S designed to meét V M M C ¢usent and future OR needs and tieeds of
theclinical programs and patients that will be served thereillltsuppot more clinically

complex outpatient surgical procedures in an efficient and modern environment for patients,
providers and learners.

Outpatient settin@nd facility designThe proposedDSCis designedandORssized to
accommodate a wide array of surgeries increasingly performed in the outpatient setting.
Contemporary outpatient procedures require space for surgical technologies and integrated
imaging equipment such as obile c-arms, robotic unitsandnavigationsystems, plughe
personnetequiredto operate these advanced technolqgresst be accounted for in the OR
footprint ENT, Gynecology, Orthopedics, Plastic Surgery, Surgical Oncology, Urology, and
Vascular surgery hiequire specialized equipment and/or imaging to support complex
procedures in outpatient ORBe.addition,it is sometimes beneficial fawo surgical teams to
collaborate inthe OR n “ d u a | " (fopexampleEdl T anck Fasticr Surgical

Oncolog and Plastics enablingpatients to receive two procedures in appointmentwhich
streamlines care delivery aedhanceboth patient satisfaction and access. Tliesd
procedures are not possible in the Fanny Allen today

Another core design prindipof the OSC is standardization of ORs across the OR suite. All
rooms are the same size, have the same layoutyidraccommodate the equipment required to
perform the surgeries describaidove Standardization enables schedulers to adjust room
allocation between services in response to patient demand and team availability. Space
standardization also helps teams move seamlessly between rooms to maximize patient
throughput. Equipment can be moved iatty ofthef a ¢ i ORs toyuport the surgical teem

® A letter was provided to th8MCB electronically and by U.S. Mail, accompanied by Exhibits 1
(“Description of the Methodology Used to Calculate Outpatient Operating Room and Procedure Room
Capacity), and 2 (UVYMMC, CVYMC, and PMC Datd).
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as required. This flexible operating model waititimizeutilization of space, staff, and equipment
to maximize patient access to advanced outpatient procedures.

Location benefitsTheapplicant chose the Tilley Drivecation after considering wheitecould
achievethe best patient and provider experieand the OSC woulohtegrate well with existing
UVMMC services.Thesiteé strategic location, 3.3 miles from th&in campus, is served by a
newly enhanceg@ublic transportation system amdclose poximity to a number of current and
proposed UVMMC outpatient clinics, including Orthopedics, Cardiology, Ophthalmology,
Dermatologyand Rehabilitation. This makes the location convenient, fansliat accessible
for patients. The South Burlington siteaiso suitable because it can accommodatedkential
long-term need for additional space.

For providers, staff and | ear neaydotravelhe si t e’ s
between the OSC and th&in campusPatients can accesi®e full scopeof hospital services
nearby in the event of a medical emergency.

Enabling inpatient capacity and modernizatiDecanting a portion of surgical cases from the
main campus to the OSC will enabiigture renovation anthodernization othe main campus
ORs and surgical suitesome of which have not been updated in 30sy@aeluding enlarging a
limited numberof ORs to support complex cas€ardiac Surgery, NeurosurgeandVascular
Surgery teams particularrequire large ORs withpecializedequipnentto perform the
advanced procedures that patienttheregion requireThese advanced procedures often
combine open and minimally invasive surgical approaches, whictpbhggnts recover from
surgery faster and can reduce surgical complicati@sgheregionalpopulation grows and ages,
projectons show amncreasing demand for these specialized procedRessovationgo the

main campu®Rs—including incorporatin@dvanced iraging, advanced surgical technologies
androbotics,as well asensuring adguate space taccommodatéarger clinical teams-will be
required.The OSC will provide UVMMC with the flexibility and capacity to tak&in campus
ORs oftline temporarily to enable any futusg@grades.

e. The OSC will support recruitment and retention

A modern OSC is critical to threcruitment and retention of mucteeded surgical staff and
health cargroviders.The quality ofmedicalfacilities is a significant consideration for talented
surgeons, physicians, nurses, scientists and students who pltaitémhere they will practice
researcland studyand when weighing their choices, these professi@malsften considering a
host of distinguished institutions with tay-the-line facilities.

A modern OSC helps UVMMC attract the learners who becaméuture healthcare workforce.
As an examplemore than 90% obrthopedicsurgeons complete fellowships in a subspecialty
after their residencie3his extra training exposes them to the cutidge technology and
efficient delivery systems that theyekewhen exploring facilities to ply their tradgtudents,
residentsand fellowsexpect access to OR time and the latest surtichhologiesand their
absence will discouragalented peopl&éom pursuing their education and trainindAtMMC.
Graduats of UVMMC's residency program are | ynchpi
care in theStateof Vermont.The programattractsresidents from the Pacific Northwest,
Midwest, Southeast, and Northeast, many of whom have chosen to work in Vaftaottey
complete residency V M M C ab#ity to attract these excellent candidates will diminish if
UVMMC cannot offerthemtrainingthat includesxposurdo modernoutpatientsurgeryin an
engagingeducationaknvironmenin which learnerganmastereadingedgeskills. In short,
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without modern facilities thahcorporate advanced technologies and equipment, UVMNIC
Vermontwill struggle to attract tojevel surgeons of all disciplines.

The same facilities that attract employees and learners play a retaimirg them. Indeed,

when UVMMC’'s current outpatient surgical faci
an extendegeriodof time, both nurses and physicidet UVMMC for other opportunities to

work in an outpatient setting, worsenitig already concerningvorkforce shortage.

To ensure the proposed OSC will be a desirable environment for health care professionals to

work, and for patients to receive caieg facility desigrprocessncludedinput from providers

patiens and family membetswrsingstaff, and other facility operations stakeholddds. Jackie

Hunter,h e Net wor k'’ s Senior Vice Presi‘RE€)served or Di v
as an advisor to the project planning team and design advisory group to enspranOples

were taken into consideration during the facility design process to creasndafelcoming

space for both patients and employees.

f. The OSC wilsupporthigherproductivity.

The project is designed to support a higher throughput of cases, resuginegtier provider
productivityandimproved patient access to care. To maximize efficiencies for providers and
staff, the facility features clinical areas of uniform size and orientation stétitdardequipment
setup areas. Sterile sep rooms that allownultiple procedure trays to be prepared in advance
of surgeries are located adjacent to each OR, enabling faster, more efficient OR tlraorgr.
the planning procesdie applicant solicited input from providers, the perioperative team and
supportingst af f t o ensure that the facility’s floor
within the operating room arab patients proceed from cheokto preop, to surgery, and

finally to postoperative careSeeExhibit 4 (patient flow sequenceln respmse to surgeon

input, the facility desigmlsofacilitateseasy and quick access to poperative spaces for
providers to check on their patients, and ready access to quiet spaces for procedure
documentation.

g. UVMMC has not identified wiable alternative

UVMMC has not identified a viabla@ternative to the OS@roposed in this applicatidhat will
meetthe needs of UVYMMC patients into the futuBoing nothing, meanwhile, will threaten

U V MM C abdity to provide timely, higlquality care to Vermontersid may exacerbate issues
around access, workforce and finatitatthe hospitafacestoday.

In the course of the facility planning procetb® applicant ansideredvhether it would be

possibleto purchase and renovate an existing buildorgise as an SC.No available property

was identifiedhat could be repurposed a reasonable comihd satisfied other ingignsable
criteria, including public transnaocamnpasd i on acc

Once the applicant determined that remstructions required, itconsidered othgotential
building sitesand founda very limitedmarket for properties with the necessary proximity to
t h e h omamcampulhat sirealsoaccessible bpublic transportatioand required
servicesTheTilley Drive site adjacent to other UVMMOQutpatientserviceswas chosen for
the reasonset forth in more detaih Sectionl, C, 1, below

Finally, thesize of the OR$630 sqg. ft.)comportswitt he r ecommendati ons of
architect and o#r consultantsand with industry standard®yr theirintended use for a range of
specialized outpatient procedur8geExhibit 5 (eH4 letter).As detailed irsubsectiorf, above
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the uniform size and layout of the eight ORH increase efficieny andoptimize patient
throughput while the number of ORs is as neededddress current and future surgical demand.
SeeSectionl, B, 2.

The decision to put forth this proposat this juncturereflects carefulnalysisand measured
considerationNeitherUVMMC nor the State of Vernmi canafford to underestimate the future
health care needs tifecommunitiedJVMMC servesand theproposedrojectis aligned with
long-termgoalsthat includesnsuringhetimely delivery ofcosteffective high-quality caren
themostappropriatecaresetting One ofthe many lessns learned during the pandenscthat
delayed care costs more for everyone in the long run. Investing in the OSC now is the most
feasible way to encourage timely access without incuumgecessy andundueincreases in

the cost opatientcare.

2. Surgical Volume and ORDemand Analysis:

To develop a comprehensive OR demand model for both inpdtiBih} &nd outpatient‘©P’)
surgical cases, the applicant used FY2019 surgicalltatzcludes volumes, procedure time
and turnover time from both the main campus and Fanny Allena®®&baselineThe applicant
choseFY2019 as the baseliryearbecause iprovides the last full year of data not interrupbsd
COVID-19, theOctober 202@yberattack or closing of the Fanny Allen ORs.

To identify future demand for surgeries that are performed in gepenabse OR spacesatad

for labor & delivery, cardiologyand hybrid OR, as well as data fepecialpurpose procedure
spacegused for bronchoscopeglectroconvulsive therapy, endoscopy, and dentaledures)
were excluded from this analysishile volumes fromwo larger procedure roongs“ P Rastlie)
main campus(often used for Urology and Gynecology casesong othespecialtie$, were
included.As Figurel1.1 shows, there are currently 20 ORs locatetti@tJVMMC main campus
comprisingl8 ORs and two large procedure rooms. In addition, therfevar®Rs located at the
Fanny Allen campus, for a total of 25 gengratpose ORs.

Surge Surgical Surgical
FY19* #of ORs T 9 ery Volume Volume
b (IP+OP) (IP+OP)
FA 50Rs OP 4,300
OP
OP 6,700 13,000
18 ORs + IP
MC
IP 5,900 5,900
2PRs OP 2,000
* Excludes special purpose ORs and PRs: Labor & Delivery, Cardiology (
Hybrid OR, rooms used for bronchoscopy, ECT, endoscopy, and dental
procedures.




Figurel.l. FY®19 OR supply, surgery type performed at each location and the approximate number of
surgical cases by location.

Annually, approximately19,000 (P + OP)surgical cases are performed in UVMMC ORs. Those
cases vargignificantlyin complexity and thereferin procedure timérom the longest
Neurosurgery and Transplant surgeteeshorter ENT and Ophthalmology surgeri@stween
FY2015 and FY2019, growth of the combined IP and OP surgical volume for these ORs was
essentially flat. At the same time, howewsait times for surgeries gre@emonstratinghat the
ORs are capacity constrained.

Of all surgical cases performed in FY20approximately 13,000 OP caseereperformed at
eitherthe main campusor Fanny Allen The majority of these were Orthopeditiology, ENT,
OB/GYN and OphthalmologgasesMost of the OP surgery patients came from the Burlington
area (51.4%).

FY19
Service Line | # of Cases | % of Cases | % of Time
Orthopedics 3,431 26% 24%
Urology 1,717 13% 13%
ENT 1,670 13% 12%
OB/Gyn 1,610 12% 15%
Ophthalmology 1,364 10% 7%
Other 3,260 25% 28%
Total 13,052 100% 100%

Figurel.2. FX2019 OP cases by Service Line.

FY19 Patient Pat. Origin .
. ) FY19 Payer Payer Distr.

Origin (HSA) Distr.
Burlington, VT 51.4%| |Commercial 53.0%
St. Albans, VT 8.8%| |Medicare 26.0%
Berlin, VT 7.7%| |Medicaid 14.0%
Plattsburgh, NY 7.6%| |[Other 7.0%
Middlebury, VT 5.6%
Other 18.8%

Figurel.3. F2019 OP OR cases by patient origin and payer.

a. Surgical Volume Demand Forecast

Thesur gi cal volume demand model p 2049 sergicals onl y t
volume,achievedoy applying market growth projections by service line for IP and OP surgeries

to theUVMMC baseline volumes. Said another wiys model rdécts the assumptiahat

UVMMCOGs mar ket share remains t ledperisdame by serv



Projection through 2030The surgical volume demand methodology projects both IP and OP
case volumes by service line to 2030. In order to acdounincertainty inherent in this exercise,
the model reflects three sets of volume growth assumptions (three scenarios

Scenario 1 Sg2 Forecast for Surgical DemandJVMMC subscribes to a Sgi#ealthcare
service forecasind analyticapplication which t uses to generate demand projections for
business planning g 2demandorecasts account for demographic changes using Claritas
populationforecastsas well as other multiplolumeimpact factorsThe set of assumptions

in this scenaripowered the aginal version of the demand model, developed in early 2021
andreflected demographic projections from Clarit@®jections for cases that would shift
from the IP to the OP settingnd other factors impacting demand including changes to
policy, epidemitogical trends, the impact of the economy and consumerism, and changes
related to improvements in population health. It is important to note that the Claritas
demographic forecast did not reflect 2020 census dddizh had not yet been published

In the Iimmer of 2021, Public Opinion Strategies shared its Vermont demographic forecasts to
inform the Networ k'’ sblicOpirdand Strategiggopulationw growkh. T h e
estimates were significanthigherthan the Claritas 2020 estimat@&bat fall, newly published

2020 ensus data provided confirmation that the Claritas forecast had significantly
underestimated population growth for Vermont, as well as for Chittenden and surrounding
counties.

The table below reflectBublic Opinion Strategiegrowth raes for Chittenden Countgplit by
age group.

Population Growth by Age Group 2019 2030 2040 10 yr growth 20 vyrgrowth

Chittenden, VT 162,646 171,718 181,506 6% 12%
Under 65 138,839 133,197 124,185 0% -11%
Over 65 23,807 38521 57321 62% 141%

Figurel.4. Chittenden, VT population growth projections by Public Opinion Strategies.

Public Opinion Strategies also projected growth rates for the surrounding counties. As shown in
the table below,thp o pul ati ons of Vermont’'s Frankl in,
projected to grow, with significant growth in the 0x@% age cohoytover the forecast period

Population Growth by Age Group 2019 2030 2040 10yr growth 20yr growth
Franklin, VT 49,116 55,647 59,821 13% 22%
Under 65 41,473 41,777 39,259 1% -5%
QOver 65 7,643 13,870 20,562 81% 169%
Grand Isle, VT 7,022 10,708 12,678 52% 81%
Under 65 5621 7,326 6,809 30% 21%
Over 65 1,401 3,382 5,869 141% 319%
Washington, VT 58,350 62,372 63,931 7% 10%
Under 65 47,270 45,122 40,564 -5% -14%
Over 65 11,080 17,250 23,367 56% 111%

Figurel.5. Franklin, VT, Grand Isle, VT and Washington, VT population growtletioogeby Public
Opinion Strategies.
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Based orthisdemographic forecast, the demand madges$ updatech the summer of 202&ith
two additional scenarios:

Scenario 2 Utilization for Updated Demographic Growth: This is an agadjusted
utilization scenan based oPublic Opinion Strategigsopulation growth estimates atite
FY2019 baseline data utilization by age cohwtiich waspreviously submitted to the

GMCB as part o V MM C 2082 Budget Presentatiam August 2021These population
growth forecass differ in two significant ways from the Claritas population forecast utilized
in the Sg2 forecast models:

First, thePublic Opinion Strategief®recast estimates the overall population growth to
2030 for Chittenden County &%, where theipdatedClaritas forecast estimates a 4%
overall population growth rate. Comparison of the overall population growth of
Chittenden Countgnd the surrounding region as reported in the 2020 census data lends
weight to theeforecasts.

SecondPublic Opinion Strategiesalculates a significantly highgrowth rate for the
65+ segment of the population in the UVMMC service region from 2020 to 2@adly
60% as compared to tlapproximately80% growth forecast for the same region and
timeframe from Claritas

Scenario 3 Sg2 Growth Rates Adjusted for Updated Demographic GrowthThis

scenario combines the updated demographic growth projections from Scenario 2 with the
additional Sg2 factors from ScenarioThis scenario reflects the expected shift from the IP
setting to he OP setting for selected surgeries, with significant forecasted growth for a
subset of these surgeries driving lower IP and higher OP growth as compared to Scenario

The overall surgical volumes demand projections call feyedldr growth between 14%a@ 22%
depending on the growth scenario. The table and the chart below highlight differences in surgical
volume demand projections based on the three scenarios.

10 year OR Volume Projections Based On:
Scenario 1: Scenario 2: Scenario 3:
Sg2 Growth Rates Utilization for Updated Sg2 Growth Rates Adjusteg
Demographic Growth for Updated Demographid
Growth

2030 2030 2030 2030 2030 2030
IP OoP IP + OP IP OP IP+0OP| IP OoP IP + OP
Total Cases 6,231 15,938| 22,169 7,226 15,980| 23,206 6,717 17,050 23,767
Growth from 2019 2% 20% 14% 18% 20% 19% 10% 28% 2294

FHgure 1.6. Tenyear surgical volume demand projections based on three growth scenarios.
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IP and OP Surgical Volume Demand 2019-2030

.....

23,767

23,206
22,169

.....

19,002 e

B — Utilizaion (population growth only) 582 w/higher population growth adjustment

Scenariol Scenario 2 Scenario3

Figurel.7. Tenyear surgical volume demand projections based on three growth scenarios.

Conclusions The need for additionautpatientORs is driven by the expected growth in both IP
and OP surgeries for the following reasons:

1 Forecasted increasi@a need for surgical capacity for IP surgeridspatient surgical
volumes are expected to grow between 2% and 18% by 2030, requiring additional ORs at
themain campus. While this growth is not expected across all health care services,
demand iexpecedto increasdoy 115 to 1100cases per yedny 2030, as compared to
2019 inpatient surgerield® growth is driven by three key factors: population growth,
population agingand a modest growth in tertiary care IP surgeries,highest acuity
surgery fothe UVYMMC Hospital Referral Region population. Additional capacity will
be required at UVMMC to perform these surgeries. UYMME cur r etat i nabil i
expand its OR area at th&in campus necessitates moving a significant number of OP
surgeriesnow performel at themain campudo another site.

1 Forecasted growth in OP volumes by service: lirfeedemand analysis shovtsatOP
surgeries are expected to grow between 20% and 28% by 2030. OP surgical growth is
projected across a number of health care specialtidsthe highest projected growiti
Ophthalmology, Orthopedics, General Surgery and Urology. A detailed table with
projected volumes by service lineimgludedin subsection b, below.

T Overall growth in surgical volume, as compared with the®¥® baséne, ranges from
approximately2,700to 4,300 cases per year by 2030.

Demographics Note 2020census datthatbecame available ithefall of 2021showedhigher
growthfor Vermont and in particular Chittenden County and the surrounding relgaorthe

census estimates for 2086ed for initial modeling For exampl e, Chittenden
census reflected 8% growth from 202020, significantly higher than Claritas and other
demographic forecasters’ pr oj ectforeunraundingi mi

I ar
counties in UVMMC’' s ser vi cddfiechpdecsontodpplese 202
thePublic Opinion Strategigsopulation growth projections in Scenarios 2 an@laritas5-year
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population forecastseleased in fall 2022 ow reflect higher population growth expectations
and in fact, project the population for Chittenden County will be 172,400 by-282&eding
thePublic Opinion Strategigsopulationforecastfor Chittenden Countfor 203Q The

significant change in populatigrojectionsput thelatterpopulation projections into a relatively
more conservative light and facéatinto the decisiorto include shelled space for an additional
four ORs.

Operating room demand estimatesThe number of ORs needdthsed on FY2030 pregted
OR case volumesvas determined by:

1 Translating OR case volume into OR minutes. IP OR cases for each service line were
multiplied by average IP case length for that service line, and OP OR cases for each
service line were multiplied by average OPecksgth for that service line. This
approach accounts for time variations between case types (service line) and settings (IP
or OP).

1 Translating OR minutes into the number of ORs needed. The total of projected OR
minutes was divided by annual availablenates per OR. The following formula was
used to calculate annual available minutes per OR: 250 days * 10 hour&fday *
minutes/hour *75% utilization’

The calculation sing this methodologghows thalVMMC will need 28.5 to 30.6 general
purpose ORby 2030to meet the expected growth in IP and OP surgeries. With 20 ORs in
supply (Fanny Allen ORare excluded because thegve reached the end of their life),
UVMMC will need to increase capacity by between 8.5 and 10.6 additionaldReset the
forecastd growth

10 year OR Volume Projections Based On:
Scenario 1: Scenario 2: Scenario 3:
Sg2 Growth Rates Utilization for Updated Sg2 Growth Rates Adjuste
Demographic Growth for Updated Demographid
Growth

2030 2030 2030 2030 2030 2030
P OP IP + OP IP OP | IP+OP| IP OP | IP+OP)
Total Cases 6,231 15,938 22,169 7,226 15,980| 23,206 6,717 17,050 23,767
Growth from 2019 2% 20% 14% 18% 20% 19% 10% 28% 22%
Total # of ORs needed 10.9 17.6 28.5 12.3 17.6 29.9 11.9 18.8 30.6
Incremental # of ORs needed 8.5 9.9 10.6

Figurel.8. Projected OR need for the three growth scenarios.

Extrapolation through 2035The FY2030 projections in each of the three scenaniee
extrapolatedn a straightine basié out to 2035 in order to better understand the nurob®Rs
likely needdby that date. Although longéerm projections are by their nature less precise, they
helped guide plannintpatmust look well beyond the first six years of operatgince the useful

'UVMMC' s experience, and that of other hospitals r
planned OR/PR utilization does not contribute to, and often detracts from, the efficiency of the system.

8 The nmethodologyis consistentvith the POS population projections, especially the 65+ growth

projections
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life of the new building is 30 yearas illustraed below, he extrapolation shows that by 2035,
theneed for additional OR capacity could increase to between 9.8 and 13.3 ORs.

OR Demand and Supply 2019-2035

34.0

30.0

28.0

26.0

24.0

22.0

20.0

Total OR Demand (Number of ORs IP + OP)

18.0
2018 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
—5g2
——5Sg2 w/higher population growth adjustment
Utilization (population growth only)

FA OR Supply=5 ORs Main Campus OR Supply = 20 ORs OR Demand Based on Projections by:

Figurel.9. 2019 to 2035 OR Demand and Supply based on three growth scenarios.
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Based on the OR demand and surgical m&yprojections, UVYMMC proposes to develop an
OSC that is designed to 1) replacefilie outdated and undersized ORs on the Fanny Allen
campus?2) build additional capacity to meet projected 2030 demamd 3) build additional
shell space to addresgpectedincreases in the demand for additional OR capacity expbgted
2035.

OR Demand and Supply 2019-2035

Total OR Demand (Number of ORs IP + OP)
8 b ;
I
\ |
Nl S

2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035
—5g2
FA OR Supply =5 ORs Main Campus OR Supply = 20 ORs OR Demand Based on Projections by: Sg2 w/higher population growth adjustment
Utilization (population growth only)

Figurel.10. 2019 to 2035 OR Demand and Supply based on three growth scenarios with proposed OSC ORs
overlay.

b. Projected OSC volumes (202532030)

Scenario 3 fronthe OR and surgial demand analysiseferenced aboveyas useds the

baseline for OSC volume projectiobscausét combines théublic Opinion Strategies

popul ation growth projections with Sgzhds for e
other Sg2 forecd factorghatwill drive growth or declineFuture surgical volume for the new

OSCwas projected in two step$) determiningthetypes and mix of surgerig¢satare

appropriate for the new OS$S@nd 2)estimatingfuture OSC volumebased on projected OP

surgical demand and OSC capacity.

OSC surgical mixService line surgical and administrative leaders wersultedand each
surgical specialty evaluated determine if the future OSC is the appropriate setting for those
casestaking into consideration

1 current location where surgeries are performed
1 need to be in close proximity to an IP settiagd
1 novel procedures or technologies that could influence sites of care.

Becausehe proposedOSC is designed as a highly flexible, mugiiecialty surgidecenter, it will
accommodate a broad variety of surgical caBegjectionf those casetsansitioning to the
OSC are shown in the following table.
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2025 OP Case =~ % of OP Case: @ Y1 OSC Cases (F

service Line Total moved to OSC Capacity 8 ORs)
Cardiology 1 0% -
Cardiothoracic 6 0% -
Derm 47 0% -
ENT 1,634 73% 1,193
General 1,210 32% 387
Neurosurgery 351 0% -
OB/Gyn 1,661 40% 664
Ophthalmology 1,677 100% 1,677
Oral/Maxillofacial 89 0% -
Orthopedics 4,293 83% 3,555
Pediatrics 297 0% -
Plastics 473 50% 237
Pulmonary 160 0% -
Surg/Onc 498 25% 124
Transplant 7 0% -
Urology 2,303 0% -
Vascular 580 35% 203
Total OP Cases 15287 8040

Figure 1.11. Projecte@Ptransition cases

OSC Volume (surgical cagesuture OSC volumevas projeatd as follows

1. The main campus surgicedpacitywas estimatedknowing that future growth in IP
surgical cases will take priority over OP cases, future OP surgery capacityratithe
campuswas estimatedaking the projected growth in IP surgeries icdasideration. In
other words, the projected growth in IP surgical demand will necessitate a shift of OP
surgeries outside of theain campus ORs.

2. Estimatedmain campus OP surgical capacisas comparetb UVMMC total OP
surgical demandAs statedabove Scenario 3vas usedo determine future OSC surgical

volume.

3. Future OSC capacitywas determinedased on the number of available ORs and surgical

case mix.

4. Estimated OSC capacityas comparedith OSC demand to determine future surgical
volume at the OSC f®20252030.

Thefollowing table presents a highbvel overview of steptakento determine OSC cases

between 2025 and 2030. Approximately 8,000 cases will be performed in eight fitted ORs at the
new OSC ireach ofits first four years of operatiolotethat in 203, projected demand

supports the fiup and opening of two additional ORs.
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Year 2025 2026 2027 2028 2029 2030
UVMMC Total OP Demand 15,287 15,639 15,992 16,345 16,697 17,050

Main Campus OP Capacity 7,977 7,855 7,733 7,611 7,489 7,367
OSC Demand 7,310 7,785 8,259 8,734 9,209 9,683

# of OSC ORs 8 8 8 8 10 10

OSC Capacity 8,040 8,040 8,040 8,040 10,055 10,055/

Total of OSC Cases 7,310 7,785 8,040 8,040 9,209 9,683/

Figurel.12. 2025 to 2030 OSC surgical volume projections.

The projected OSC volume inclugiie increase in surgical volume due to demographic factors,
as explaned above, as well as the shift of OP surgeries from Fanny Allen angitheampus

to the new facility UVYMMC will be able to accommodate increased IP surgical demand at its
main campus once a portion of OP cases move to the OSC

C. PROJECT DESCRIPTION
1. TheSite

The projecwill be situated orapproximately 13.5 acres of land located at 119 Tilley Drive,
South Burlingtona shor3.3-mile drive from themain campus UVMMC hasan option
agreemento purchase the property from @srrentowner, Pizzagalli Proprties LLC. The
purchase isontingent upon successful permittisge due diligence, arapproval of tis CON
application

The site selection process included evaluation of seakteshativesites in Chittenden County.

TheTilley Drive site was choseafter careful analysis of the location, proxintibpyother

UVMMC health careservices, pedestrian, vehicular and public transportation access, permitting,
proximity to utilities (including water and sewer infrastructueen d t he site’ s capact
initial construction size requirements aardyfuture growth needs.

Civil engineering will bring utilities such as electricatter, storrawater, and natural gas from

the Tilley Drive roadway to within ten feet of the building perimeter. A stoater grael

wetland will be constructed on the eastern portion of the site. Civil engineering will also provide
exterior signage and access roadways from Tilley Drive to the front entrance pedestraffi drop
canopy, patient and employee parking, and the loadiol dnd delivery entrances. Patient,
employee, and ADA parking, site drainagad pedestrian circulation sidewalks and landargs

part of the civil site plan. Site lighting along roadways, parking, and sidewalks will be part of
civil engineering but cadlinated with the electrical engineer and landscape architect. Retaining
walls up to five feet in height will be part of the civil engineering design. An exterior oxygen
farm will be requiredalong withfencing and sitevork to support this system.

The ste designincludes270 onsite parking spacts staff, patientsand visitordocated on the
west and north sides of the buildifgwindmill on the propertyvill be relocated to a parking
island. There are landscaping elements around the building, thi®igiveway to screen the site
from abutting properties, and at parking islands. In addition, two elevated Wwélpsovide
additional screening near abutting residential properties. A small exterior patio with outside
seatingwill be located adjacertb the family waiting areavhich will be accessible through an
exterior entrance door. A staff outdoor arepl@nedon the northern side of the building. A
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futurelandscapeaverlook with connection to a city multise path to the east is shqvaelow,
on the northern end of the site.
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Figurel.13. Outpatient Surgery Center Site Plan at 119 Tilléyeldr South Burlington.

UVMMC has used a focused adéliberate planning processdosure it casecureany

applicable city, state and fedep@rmitsPer mi t appl i c at iteplas wateo r t
allocation, and wastewater allocatiaere filedwith the City of South Burlingtom June 2022

and approvedn December 21, June 17, and July 5, 2022, respectivéilyal SouthBurlington
Developnent Review Board Meeting waeldon November 15, 2022nd a zoning permitas
been issuedn early 2023,He applicant alsceceived approvalf its Act 250 Permit application.

2. The Building

TheproposedDSCis designed t@rovide high quality multspecialty outpatient surgical cey
from patient preparation through discharige a wide variety of surgicapecialtiesThe84,006
GSF buildingdesign willmaximize efficienciesindworkflow, enhance the patient and provider
experiencavith convenient pant access and a focus on patieemtered careandbe flexible
and expandable to meet future nedsersity, Equity and InclusiorDEl) principles were
consideredluring the design process to assure safe space for both patients and enpleyees
facility design includegendemeutral bathroomsinglegender and gendereutralchanging
areas, private lactation areasd othemclusivedesign features

Structural : The structural system for the building will utilize a steel frame for columns, girders
and beams supported by a spread footing concrete foundation system. Lateral loads will be
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resisted by a combination of braced frames and moment connections. The floor system will be
slab on grade at the Lower Levpértial slab on grade at Grade Levetiwa composite metal

deck with concrete topping. The roof deck will also be a composite metal deck with concrete
topping. Roof deck steel will have wide flange members to provide a stiff frame to support
surgical equipment and booms. Spray fireproofingd el utilized to provide the required fire

rating protection for all structural steel. Slab between the Lower Level and Grade Level will be
ratedtwo-hour, and theroof levelwill have a onehourfire resistive rating. Foundation walls will

be insulated t&R20 below grade with appropriate waterproofing and drainage. Any slab on grade
areas, which will be minimal, will have R20 insulation with ami$ minimum under slab vapor
barrier. Retaining walls greater thiwve feetwill be part of the structural digg.

Exterior : Theroof will be a thermoplastic polyolefin (TPO) adhered membrane that will be
Energy Star and CCRC certifiethdinstalled over tapered R50 insulation sloped to interior roof
drains. Architectural screening at the roof level, primarilthatwest end, will hide rooftop
equipment. The exterior wall construction will be comprised of a steel stud backup system, with
a combination of brick veneer and an aluminum composite metal panel system. A combination
of continuous exterior insulation teduce thermal bridging and cavity insulation will be used to
achieve an effective R30 wall performance. A continuous air/vapor barrier across the entire
building envelope will maintain air tightness and prevent water infiltration. A curtain wall
systemandh punched window system with interior sol
fenestration. The systems will be thermally broken and triple glgzedding a Ufactor of

0.25. The front entrance vehicular and pedestrian drop off canopy widbevith composite

metal panel and a suspended ceiling with a wloo# appearance and integrated overhead
lighting.

Building design and configuratiort The building design provides ample space for providers,

support staff and learners utilizing shareda#§ and workspaces to ensure maximum flexibility

and efficient use of the spadée new building will be comprised of one Main Grade Level

(ground floor) with a partial Lower Level (basement). Stairs and three separate elevators will

connect théviain Grack Level with the Lower Level. The stair tower will communicate between

the Lower Level, Grade Level, and Roof Levighe ground floor levefleatures a covered drop

off area with separate ingress and egress paths for the convenience of arriving andydepartin
patients. A registration area with an adjoining waiting room will be located immediately inside

the building entrance. Discharged patients will leave through a separate, discrete exit. The

ground floorwill houseeightuniform ORs plusadjacenpre- andpostoperative spaces, as well

as shell space fdour additional ORsind14 additionalpre- and postoperative space3he

shelled spaces will be budut during thenitial construction phaseecauset would be

impractical, and more costly, to exteaittl enlargehe completedacility in the future to house

the additional roomsThe constructionif done lateryould require below ground (basement)

and above ground (building, roof) constructiandtheinstallationand/or extensioof the

b ui | dnechagitabsystemdortions oftheexistingf aci | i ty’ s ext aaouidor wal
need to be demolisheéd accommodate the building additiofhe construction wouldlsobe

highly disruptive to the OSC-downa @leastavo ORsn s , re
and several prand postoperative bays, while the facility at large would experiezlegated

noise, vibrationand utility disruptionsThe additional coststimate®f building the shelled
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space at a later time range frapproximately $.7Mto $7M.° For all of these reasons,
constructing the shelled space now represents the most prudent approach to serving anticipated
future patient needs.

The facility partial basement level will host a Central Sterile Reprocessing (CSR) area for the
onsite sterilization of instruments and space for sterile st@ag@material handling area with
loading dock for the delivery of clean linen and surgery supplies and theprksolid waste

and recyclednaterials Studies undertaken to assess theciy of the CSR area at thain

campus concluded that there was not available capacity to serve the OSC and recommended that
the new facility house its own CSR functidithile a significant additional capital and operating
expense, the presence of on§li@R reduces the risk of instrumentatr@tatedcase delays and
provides redundancy to timeain campus CSR servic&hebasement level will also include
separate entrance for employessemployee changing area, locker and shower rooms, lactation
room,bicycle storageand a conference/classroom to support staff meetings and training
activities.

Figure 1.14Architect Rendering ¥ h{/ Q& 9EGSNA2NI +AS5d

Theconfigurationanduniformity of the ORs an@re- and postoperative areawill support

higher paent throughput and greater provider efficieneégtient flow through the site was

carefully analyzed to ensure privacy, safety and convenience during each patient care encounter
for examplethe building design separates the surgical, @ne postsurgcal spaces from public

and backof-the-house support are&s ensure patient privacy and reduce noise and incidental
traffic. SeeExhibit 4 (Patient Flow Sequencélhe applicant anticipates that when the site opens,

9 UVMMC acknowledges that subsequent construction will require a CON if it meets jurisdictional
thresholds.
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initial patient surgical volume will bapproximately +8,000 surgical cases per year, with an
average of 32 patients per day served by eight operating rooms.

Each of the ORs a®80 square feetwhichwill provide the space needed to support

sophisticated equipmeand equipmenintensiveandproviderintensiveproceduresWhile

current FGI Guidelineprovide for a minimum of 400 sq. ftheyfurtherrecommend thaDRs
requiringadditional personnel and large equipm&mduldhave a clear floor area af least600

sq. ft., andhe industry tandard foltORs designed for specialized surgery and advanced

orthopedic proceduras 600 to 650 sq. fSeeExhibit 5 (eH4 letter) As a referencehe newest

ORs in the Ambulatory Care Center crea28dyears ago average 66§. ft, while three of the

Fanny Allen’s operating rooms dpft not meet the

Functional program and spaces

a. Theground floor level will include:

1 8 Operating Rooms and adjacent instrumentpaiboms with the infrastructure and
capacity to expand to 12

8 Extended Recovery Beds with the infrastructure and capacity to expand to 12
12 Prep Bedrooms with the infrastructure and capacity to expand to 17

13 Phase 1 Recovery Cubicles ametIsolation Patient Room

= =2 A =

14 Phase 2 Recovery Cubicles with the infrattme and capacity to expand to 19
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AREA TOTALS BY DEPT. (UPPER)

Area Department

1037 SF_|ADMIN
866 SF__|BUILDING SUPPORT
13118 5F_|CIRCULATION

7946 SF_| OPERATING ROOM
6601 SF_|PATIENT SPACE
3661 SF_|PUBLIC

9367 SF_|SHELL

4079 SF_|STAFF

68295F |STAFF SUPPORT
697 SF__|VERT. CIRCULATION
542028F (NET TOTAL)

el Mara )

mn
fbay cag =g cndl

TOTAL GROSS SF (UPPER
58,244 8F

TOTAL GROSS SF (LOWER]
—-— 25358 SF

TOTAL GROSS SF (WHOLE BLDG
83,602 SF

TOTAL GROSS SF (SHELL SPACE
9,975 8F

DEPT. LEGEND

DADM\N

l:‘ BUILDING SUPPORT

l:l CIRCULATION

l:l OPERATING ROOM

l:‘ PATIENT SPACE

—— s D PUBLIC
‘

. SHELL
Shell Space for 4

Shell Space for 5
Phase 2 Recovery
Cubicles and 4
Extended Recovery

Beds {

I:l STAFF

l:‘ STAFF SUPPORT

Shell Space for 5 Prep

l:‘ WERT. CIRCULATION

Figurel.15.0SC Floor Plaground Floor Level.
b. Thesupport servicem thepartialbasement levelnclude

1 Central Sterilization and Reprocessing (CSR), with the infrastructure and capacity to
support future expansido 12 ORs

Locker and Changing Rooms

Sterile Supply Storage

Mechanical and Electrical Rooms
Shipping and Receiving / Loading Dock
Bio-Med Support

Information Services Support
Environmental Service Equipment Room

Conference / Education Room

= =4 =4 4 -4 -4 A -2 -2

Bicycle Storage
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E
AREA TOTALS BY DEPT. (LOWER) DEPT. LEGEND
Area Department D ADMIN

1013SF |ADMIN [I BUILDING SUPPORT
32155F |BUILDING SUPPORT | T\ : [ ] creutaion
41655F_|CIRCULATION i ] - I s
TI0Z5F |CSR | \
24335F _|SHIPIRECIEVE | I stie/recieve
3BABSF |STAFF 1 B
399SF_ |STAFF SUPPORT | STAFF
§985F |VERT. CIRCULATION | r D STAFF SUPPORT

|

23474 8F  (NET TOTAL)

r| VERT. CIRCULATION

Fgure1.16.0SC Floor PlaBasement Level.

c. Additional Building Features:

il
il
il

= =4 =42 A4 A4 A -

Front Entrance, free standing Architectural dofpcanopy
Open Checkn / Checkout Lobby with Family Lounge

Designated CLEAN elevator from Surgical Clean Core to Leveyel Central Sterile

Processing

Designated DIRTY elevator from Surgery to Lower Level
Service Elevator

Exit Stair Tower extends to Roof Level

Medical Gas Manifold Room / Oxygen Farm

Mechanical and Electrical Rooms

Shipping and Receiving / Loading Dock

Emergency Bwer
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The building will be designed in accordance with applicable NFPA Sections, IBC 2015, and the
adopted section of the Vermont Division of Fire Safety Code. The building use shall be an IBC
B-Business Occupancy, NFPA 101 New Ambulatory Healthcare Occypdarmont Energy

Code and follow the clinical requirements thfe Guidelines for Design and Construction of
Outpatientracilities as issued by the Facility Guidelines Institute (F&kgble listing

applicableFGI guidelines and how the project saesfithose guidelines is attacresExhibit 2.

Efficiency Vermonthasreviewedconstruction plans angrovided feedbackn the projecto
ensurdt meets or exceeds energfficiency standarddn addition, Efficiency Vermont will
provide financial incenties to help defrathe costs of installing electriciyavings systems and
equipmentoncethey are certifiedSeeExhibit 6 (letter from Efficiency Vermont).

3. Staffingand Workforce

Direct staffing: The direct staffing model for the new OSC was develop@tyuthe American
Society ofParanesthesidurses benchmark fétaranesthesstaffing and the Association of
PerioperativéRegistered Nurses benchmark for OR staffRgquiredadministrative support
staff and Central Sterile Reprocessing staff are aldaded in the direct staffing modglell

prior to the OSC opening, UVMMC willvork with its relevant union bargaining units regarding
staffing plans and models.

Based on key assumptions used in the model (hours and days of operations, shift hours,
Combined Time Off backfilletc.) the nev8-OR OSC will require approximately 107 FTEs in
direct staff,and57.5 of thosavill be incremental additions to the organization. Approximately
50 current or already budgeted FTEs will shift to the new OSC frorarghk Fanny Allen OP

ORs or themain campus. When two additional ORs open, the center will need an additional 18
FTEs.

Total FTE Incremental | Incremental
Job Category Need FTE Need FTE Need
(8 ORSs) (80ORs) |(+2more ORY
Admin Assistant Director of Perianesthesia 0.6 0.6 -
Nurse Manager 1.1 1.1 -
PREOFRN (10h days) 10.2 2.9 2.2
- '{k[b! Q&4 o6mManK Rl &as4s 1.9 -
2 Care Coordinator (8h days) 1.1 1.1
e APRN (8h days) 11 1.1
0 PACU PhaseRN (10h days) 7.3 1.0
& RN (12h days) 35 35
& '{k[b! Qa omnK RI&abs 5 5
PACU PhaseRN (10h days) 7.3 7.3 2.2
'{k[b! Q& o6mnK RI&ang 1.0 11
PACU 23h staRN (12h days) 6.9 6.9 1.1
'{k[b! Q&4 6mMHK RI&as2 5.2 1.1
OR StaffRN OR (10h days) 20.4 7.0 3.3
Surgical Tech (10h days) 8.7 2.9 3.3
Admin Assistant Director 0.6 0.6 -
OR Manager 1.1 1.1
o Team Leads (SL Leader) 2.2 1.1
o Unit Secretary 1.1 -
Equipment Specialist/Laser safet 1.1 1.1
Educator 1.1 1.1 -
Anesthesia Tech 2.2 1.1 1.1
Patient Care Associate 2.2 - -
7 CSR Tech 12.2 7.8 2.2
O CSR Supervisor 1.1 - -
Total 107.1 57.5 17.8

Figurel.17. Future OSC total and incremental direct staff FTEs.
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Providers: Current surgeons and community physicians expeted tofill the incremental three
ORs worth of surgical capacity without the need to hire additional surgétwese will be a
need foradditional Anesthesia staffing beyond those who melthcatefrom the Fanny Allen
ORs One additional Anesthesiologiahd four Anesthesiadvanced Practice Providers

( “PRS Wwill be required to support the 8 OR facilifjhe cost of these positions is incaetlin
the financial assessmeitthis need grows by one additioaiesthesiologyMD and one APP
when 10 ORs arim operation The plan assumes that one Pathologist and one Pathology
Physi ci anPAA i relscatata the néw center and will support both OSC work in
person andNetworkwork remotely.

Total FTE Incremental | Incremental
Job Category Need FTE Need FTE Need
(8 ORs) (8ORs) |(+2 more ORs
g PhysiciangviDs 8.0 -
% Residents 8.0 -
Q AnesthesiologyMDs 3.2 1.2 1.0
3 APPs 8.0 4.0 1.0
8 Block Team 1.0 -
2 Other|Pathologist 1.0
E Pathology PA 1.0
Medical Students 3.0 -
Total 33.2 5.2 2.0

Figurel.18.Future OSC total and incremental proviB@iEs.

Indirect/Ancillary Staffing : The indirect/ancillary staffing model necessary to support the new
facility was created in collaboration with supporting departments. An estimatattitional

FTEs will be needed to maintainh e f ajperationst pynarily in theEnvironmental
Services(EVS’), Security, Facility, Radiology, IT and Pharmacy departmdnts. additional
FTEs will be needed to support two more ORs.

Total FTE| Incremental | Incremental
Job Category Need FTE Need | FTE Need
(8 ORSs) (8ORs) |(+2more ORs
Check In / Patient Access Speciglist 2.0 1.0 -
Housekeeping / EVS 7.0 2.0 2.0
Security 1.5 1.5 -
> [Facility 6.0 2.5
S |Supply Tech 1.0 1.0
E Pharmacy technician 1.0 1.0
Radiology Technician 2.0 2.0
IT 2.0 2.0
Technical Services Program 2.0 2.0
Food Services 1.0 - -
Total 25.5 15.0 2.0

Figurel.19.Future OSC total and incremental indirect FTES.

Recruiting and workforce coordination: In total, the new OSC will initially require 78
incremental FTEs. Most of them, 57.5 FTEs, are needed for Biaeahesthesi®R and CSR
staffing. Opening two more ORs will requse additionaR2 incrementaFTES.

25



Incremental| Incremental
Type FTE Need] FTE Need
(8 ORs) | (+2 more ORs

Direct Staff 57.5 17.8
Providers 5.2 2.0
Indirect Staff 15.0 2.0
Total 71.7 21.8

Figurel.20.FutureOSGncrementalFTEneeds for eight and ten OR facility.

Givenknownstaffing shortages in several rolbsth nationally anét UVMMC, the staffing
numbers reflect assumptions that 25% of ORSRN% ofSurgical Tech FTEsand 10% of
Paranesthesi@N FTEs will be Travelers These assumptions, along with costs for those
contracted FTEs by role, are built into the operating staffing cost pro forma.

Theproject goals and facility plan will be positive assets in attracting potential candidates for
available psitions anda strong recruiting plan executed well in advance of First Patient Day
wilbeessenti al t o tlrhaeditipnithe Networkhassrecently ceafrraesl and
strengthened itaffiliation with the University of Vermon$chool of Nurgig and Health

Sciences with the goal of expandiaig already establishdihiningprogramthrough which it

hires new nursing graduates foyearlongprogramto preparghem for work as operating room
RNSs.

UVMMC will alsocontinue itsongoingeffortsto increase housing and childcare opportunities
for bothnew and existing employeds December 2022he Network in partnership with a

local developermroke ground on a new 12Mit apartment complex in South Burlingttivat

will house employees and théamilies and include a day care center for up to 75 childrea.
complex is expected to open in 20M4s the second of such projects and will be located next to
the first 6Zunit apartment buildingvhich has begun accepting applications frisi@twork
employeewith initial occupancyscheduled foMay 2023.Networkemployees will have

priority for occupancy in the units, with a subsidy for those meeting eligibility critSga.
VTDigger (Dec. 15, 2022https://vtdigger.org/2022/12/15/uvhealthnetworkinvestingin-
additionat120-apartmenbuilding-with-child-carecenter/.

Expenses for the initial recruitment afditional staff are estimated at $373K and included in the
startup costs. The financials also include recruitment costs that will be incuined two
additional ORs are opened in Year 5 of operations.

4. Services antHours of Operation

Services The new GBC will serve patientarho, through preassessment screening and testing,

meet the patient criteria for OP surgefpe assessment process will follow the same guidelines
established for Fanny Allen OP surgeriesgeneral, patients with an ASA (Americ8ociety of
Anesthesiology) score of 3 or below are considered appropriate for surgical care at an outpatient
surgical center, witlow risk for complications and infection

Hours of Operation: The OSCwill open for first patient arrival on weekday morngngt 5:30
am. andwill begin preparing patients for surgery at 6:0@.aThe first surgical case will begin
at 7:00 am. The normal surgical day will be scheduled from 7:0@ antil 5:00 pm. (10-hour
operating day).
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The OSCwill be limited to outpatiat care and all patients will be expected to be discharged in
less than 24 hours. 2®ur stays will be accommodated when clinically necessary. In case of an
emergencyr if a patient undeobservation fails to meet the discharge criteria, the patienbavill
transferred to UVMMC based on established protocols.

The £heduled closing time for the PACU/Stage 2 Recovery Unit will be 8r@0gachevening.
All 23-hour cases will be scheduled Mondays through Thursdays, allowing the center to close
completely ly 8:00 pm on Fridaysthe OSC will be closed on weekends and holidays.

5. Patient and/isitor Experience

Pre-procedure arrangements To optimize the resources thfe OSCsurgical teams and support

staff, allprerequisite$ or t he p awill b& nonple®d psiar to theearriyal at the OSC

on theday of surgery. Thesaclude ensuring that thgatient has completed PAssessment

Screening and P+&ssessment TestingRAT’), and thatth@ at i ent ' s f i nanci al r
known .g, that any instance coverage for the procedure is approved by the payer). Patients

who needlanguagdranslation omay havespecial needs will be identified in the PAT process,
allowingtime tosecurethe appropriate resources to accommodate the patient.

Completingtheseprerequisites beforine day of surgergxpeditegshe checkin procesdor
patients and for staff, and staffing needs at the chreakea are minimized

Procedure day Patientswill bechecledin at the reception desk or at a kiosk in the reception
area and will be directed to the lounge area, consisting of a waiting room and outdoor patio.
From there, patients will be taken to ymeandprepared for surgery (including consultation with
the surgeon and anesthesia) and transported to the OR. Uponteamdi¢he surgery, the
patient will be transported to one of the following psstgical environments, as appropriate:

1 Phase 1 recovery, higher acuity care faoststhesia emersipn
1 Phase 2 recovery, lower acuity care pms¢sthesia emersipor
1 23-hourobservation area, for patients aftertaincomplex surgees

During the recovery, the surgeon will visit the pati@mtd their companigras relevant) to
provide a posprocedural consultation.

The OSC will providepatients withMedsto-Beds servicg ensuring patients leave the facility
with appropriate medicationBhysical therapwvill be available when clinically appropriat€he
nursing staff will finalize posprocedural teachingith patients provide written instructions,
andsupporttheir discharge

Postprocedural patients will not reenter the waiting room upon dischargember of the
clinical team will assist the patient and their companion vid thec i $epatatglischarge exit
to their transportation.

A more detailed patient flosequence iscludedas Exhibit4.

Clinical food and nutrition : Patientmeals will not be prepared at the OSC. Instead, two types
of food, plus beverages and frozen snacks, wiitbeked in facility kitchenettes:

9 Standard outpatient snacks for skatety patients, similar to what has historically been
provided at the Fanny Allen outpatient surgery aaeal

27



1 Prepackaged meals that are either sisédible/readyo-eat or frozen and can be
microwaved for 2ahour stay patients.

Specialty meals will alsoebavailable for some General Surgery patients (clear liquid diet) and
ENT patients (neharpedge foodlike chips, small nutsetc.). Patients with allergies, pre

existing medical conditions or other diet restricticas identified prior to surgery throh the
pre-screening proceswgill also be provided with appropriate meals. Standard meals meeting the
most typical conditions will be stocked at the OSC.

Visitors will be able to purchase food and beverages in the Red Barn Market & Deli located next
doorto the OSC.

6. Staff and provider experience

The OSCis designed to maximizefficiencies for providers and staBy streamlining and
eliminating variations in the patient preparatisargery,and postsurgery processes,
performance and outcomean be impoved

Thefacility designenablegroviders and statb minimize room turraround timeORs can be

quickly vacaed( “ w h e e lfoBowingsurdgery completioto allow the room to be cleaned

andset up for the next caseith thenextcasepositioned Wheelsi n” ) a mdramdlyasr t e d
is safely possible.

Two approaches will be used to minimize detine for the surgical teams:

T First, making sure t-cheec kn”e xan d apriemar d@ & fad rwasy
eliminating excess time spent by the teaeiting for the next patient.

o This approach allows the surgical team to hold a patient whose nerve block or local
anesthetic is failing to establish as expected iroprevhile a later scheduled patient
accelerates and takes the newly open OR time.afpsoachs particularly
advantageousf@horter cases. All prep rooms will
room,” and patients won’'t be transferred t
and nonvalueadding patient movement.

1 Second, creatig opportunities to prepare instrumentation and equipment for the next case in
advance and accelerate cleanup {postedurally.

o Sterile setup rooms adjacent to the ORs allow instruments and supplies for the next
case to be set up before the currexstecis finished; in addition, breakdown areas where
soiled instruments and trash can be separated and processed are readily accessible from
the ORs, minimizing the use of an OR itself as a trash and soiled instruments
processing room.

Both of these appraaes follow Lean principles by eliminating steps that do not add value and
utilizing the scarce resoureethe clinical team-to the fullest. In addition to Lean principleéke
OSC will be operationalized usinige STEEP model, described in more detaibsection?,
below.

As previouslydiscussegdthe new OSC desiga intendedo provide an efficient space for

providers and staff to deliver the best care possible for patients and their fahailteat end,

the facility wasalsoplanned with diversityequity, and inclusion in mind. From appropriately

sized and fitted locker rooms and changing areas, to meeting spaces, break room and outdoor rest
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areas and accommodatidios learners, the new OSC will be an example of a modern surgical
center that is bitito support its workforce aneiccommodate surgical and patient care
innovations well into the future.

7. Quality and Success Measures

Consistent with current practice, the applicant will continue to collect and @ppetient
surgicalquality measures agppropriate. Th&llowing tableidentifies keymeasuresas
explained below:

Intended measures and models usethtended measures are set using best practices and
industry standards. Quality i mprovemensix measu
aims of health frameworknown as the STEEEP modatedefined below:

1 Safe avoiding injuries to patients from the care that is intended to help them

1 Timely: reducing waits and sometimes harmful delays for both those who receive and
those who giveare

1 Efficient: avoiding waste, including waste of equipment, supplies, jdeasenergy

Effective: providing services based on scientific knowledge to all who could benefit, and
refraining from providing services to those not likely to benefit

1 Equitable: providing care that does not vary in quality or accessibility because of
personal characteristics such as gender, ethnicity, geographic lpaation
socioeconomic status

1 Patient/Family-centered providing care that is respectful of and responsive to
individual patient preferences, needs, and values, including an additional measure to look
at staffemployee satisfaction through retention and recruitment.

Measurement of successsoals will be set using current state data to determine appropriate and
achievable targets, using best practice benchmarks.

Best practice resourcesBest practice resources are industry standards and provide national
benchmarking. These are:

1 Centers for Medicare and Medicaid Servicg8NIS’) Ambulatory Surgical Center
Quality Reporting {ASCQR’) Program

1 National Healthcare Safety NetwofftNHSN') Same Day Outcome Measures (SDOM)

Association of Perioperative Registered Nurses (AORN) and the Association for the
Advancement of Medical Instrumentation® (AAMI)

1 American Hospital Assoation (AHA) Health Equity, Diversity & Inclusion Measures
for Hospitals and Health System (HHS) Dashboards

1 Agency for Healthcare Research and Quality (AHRQ)
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Intended Measure Measurement of Best Practice Responsible STEEEP
Success Mechanisnt
# of enounters or admissions Meets or exceeds ASCQR; NHSN | Epic Safe
experiencing a burn prior to dischar{ identified benchmark SDOM
based on current state
# of encounters experiencing wrongl Meetsor exceeds ASCQR; NHSN | Epic Safe
site, wrong side, wrong patient, identified benchmark SDOM
wrong procedure, wrong implant based on current state
# of patient falls at OSC Decrease from baseline] ASCQR Epic/ Safe Safe
Reports
# of postoperative visits to ED Meets or exceeds ASCQR Epic Effective
within 48 hours of discharge identified berwhmark
based on current state
# of transfers back tmain campus Meets or exceeds ASCQR; NHSN | Epic Effective
identified benchmark SDOM
based on current state
# of readmissions from OSC within | Meets or exceeds ASCQR; NHSN | Epic Effective
48 hours of discharge identified benchmark SDOM
based on current state
# of reoperations within 48 hours of| Meets or exceeds ASCQR Epic Effective
discharge identified benchmark
based on current state
# of reported SSI (include 3fay and | Decrease from baseline] ASCQR Infection Effective
90-day impants) Prevention-
NHSN/Epic
% of Immediate Use Steam Between 13% AAMI and SPM Efficient
Sterilization or IUSS (e.g.orgay . . AORN IUSS
sterilization metrics) *identify current state | stardards
to ensure above is
achievable**
ThroughputOn-time starts Meets or exceeds AHRQ and Epic Timely
identified benchmark Leading
based on current state | industry
practices
Throughput-Time in PACU Meets or exceeds AHRQ and Epic Timely
identified benchmark Leading
based on current state | industry
practices
Utilization of surgery block times Meets or exceeds AHRQ and EPIC Equitable
identified benchmark Leading
based on current state | industry
practices
For all metres— by health equity: Meets or exceeds AHA Health NA Equitable
race, gender, sexual orientatj identified benchmark DEI
language, disabilityyeteran based on current state
Patient satisfaction with OSC resulty{ Meets or exceeds HCAHPS HCAHPS/ Press | Patient/Fam
identified benchmark Survey for Ganey Centered
based on current state | Ambulatory cae
centers
Retention and recruitment of OSC | Meets or exceeds Leading Workday Workforce
employees identified benchmark industry
based on current state | practices

* |dentifies the data sourcesedto obtain the meaurements.
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8. EnergySystemd#fficiency

The building design reflects UVMMC’'s overarch

sustainability goalsThe applicant will seek LEED certification for the facility, which will be
designed to meet or exceed EnergyStardsteds UVMMC has consultedhroughout the
planning phasef the projectwith Efficiency Vermontwhich has reviewed construction plans
andprovided a letter confirming its collaboration on preject SeeExhibit 6 (Efficiency
Vermont letter).

9. Access to Bblic Transportation

Theproject isstrategicallylocated on Tilley Drivean South Burlingtonadjacent to other
UVMMC servicesUVMMC hasworkedin collaboration with the Special Services
Transportation Agency §STA’) to ensure that there is consistaitordable and reliable public
transportation available for patients to acdbsse health care servicés of April 2022, SSTA
offers free, direct shuttle service from the Green Mountain Trar@&M{T”) Downtown Transit
Center on Cherry Street in Burgton to Tilley Drive. Thdree shuttlesstopto pick up and drop
off passengersntheir way to, or returning frontheir appointmentat any of themedical office
buildings along Tilley Drive.SeeTilley-Drive-Shuttle  August2022BMG.pdf (ridegmt.com)
(accesseiec 13 2022)

10. Information Technology

Information Technology (IT) capital costs and design elements related to the overall construction
of the facility hae beenincluded ih h e p rbudgetestimates. Additional impacts related to

IT applications, new hardware technology, resource allocation related to project implementation,
Technical StandardReviewBoardrecommendation&n internal IT review procgs employee
training and Cyber Security have also been evaluated.

IT leadership has reviewed the current design elements related to technology needs and the
programming details utilized by the design advisory groups and architects and has identified the
following impacts and additional operating costs related to implementation/construction. Any
nontbudgeted operating expenses identified below have been highlighted -ap stasts and

are included in the construction budget for implementation of thjegiro

As an incremental resource needed for@&C the Information Technology team has identified:
1 two permanent additional IT Teclend

1 six temporary IT Techs for the duration of two months to complete one time setup
activities €.g, building workstabns, Windows on wheels portable stations, conference
room setup and similar activities).

No new IT staff training is anticipated based on the current understanding that no new
applications are planned for this site. Epic training for additional newadttfé facility will be
managed using existing training resources and fall within the normal Epic training budget.
Cybersecurity efforts specific to this project are not anticipated althitegRetwork posture

in this area continues to evolve and ITIw#ek to address any concerns that are presented by the
opening of the project, including license expansion.
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D. PROJECT FINANCES

1. Capital CostThe capital expense for this project is approximat&BoHM, which includes
$52M for siteacquisition $94.4Mfor building construction$24M forequipmentand ITcosts
and $.3M in capitalizednterest.

The $31.4M constructioncapitalcostincludes construction of theght OR facility and preand
postoperative spaceplus construction of the shelled spaffesir additional ORs&nd 14 pre
and postoperative space$)r future expansiot

Capital Expense Summary: Outpatient Surgery Center

[CapitaiCosts [ |
Construction $ 94,427,436
Land Acquisition $ 5,150,158
Equipment $ 22,062,928
IT $ 1,654,284

Total $ 123,294,807

Interest $ 6,345,897

| Grand Total $ 129,640,703

Project Expense $ 2,891,990 $ 11,662,208 $ 71,680,687| $ 37,059,921 $ 123,294,80
30 Construction $ 1,679,556| $ 3,359,111| $ 3,359,111| $ 3,359,111 $ 3,359,111] $ 3,359,111 $ 3,359,111 $ 1,679,556| $ 100,773,333
7 Equipment $ 1,575,923 $ 3,151,847| $ 3,151,847| $ 3,151,847 $ 3,151,847| $ 3,151,847 $ 3,151,847 $ $ 22,062,928
5 IT $ 165,428| $ 330,857 $ 330,857| $ 330,857 $ 330,857| $ 165,428 $ - $ 1,654,284
Total| $ 3,420,907| $ 6,841,815 $ 6,841,815/ $ 6,841,815/ $ 6,841,815 $ 6,676,386| $ 6,510,958 $ 1,679,556 $ 124,490,545

X
Future Fit-up cost $ - $ - $ - $ - $ 541,001 $ 541,001 $ 541,001 $ 216,076| $ 8,756,748

Figurel.21. Capital Expense Summa@utpatient Surgery Center.

The total estimated capital cost of the project includes a notably high average contingency of
17% (-$17.5M). While most of the capital cost categories include a 10% contingeiscy, it
prudent to include a 20% contingency ($14.6M), including $4M for an unexpected delay of
construction, in the new construction category. August 2023 is the targeted dmrsstart

date.

Construction and equipment costs bBseed in the tables below. Theguipment capital includes
typical medical equipment, instrumentation, CSR equipment and other items needed to support
the OSC. It also includes capital for a Makogcal systema surgical robot utilized by the
orthopedicsurgeons for joint replacement procedures (~$1M).

0 The fit-up cost of the shelled spaces (which is not part of theqtriojelget or this CON application) is
currently projected to be approximately $8.8M, which wiluibeertakeras the eighOR facility nears
capacity, which is estimated to occur by FY2028
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Construction Category Capital Cost| Contingency Equipment Category | Capital Cost | Contingency
New Construction $ 71,708,913 $ 14,635,886 Medical Equipment | $ 10,363,365 $ 1,036,337
Architectural / Engineering Fees $ 4,127,319( $ 412,732 Instrumentation $ 1922945 $ 192,295
Administrative Expenses and Permits | $ 1,305,214 $ 130,521 Robotics $  950,000| $ 95,000
Other $ 1,915,319 $ 191,532 Radiology $ 830,000 $ 83,000
Total $ 79,056,765 $ 15,370,671 Pathology $  133700| $ 13,370
Grand Total $94,427,436 Other $ 2,081,795 $ 208,180
Telemetry (fixed) $ 1,743,674 $ 174,367
CSR (fixed) $ 1,677,728 $ 167,773
Nurse Call (fixed) $ 354,000 $ 35,400
Total $ 20,057,208 $ 2,005,721
Grand Total $22,062,928

2. Depreciation The facilities portion of the capital expense will be depreciated over 30 years.
The equipment cost will be depreciated over sewamnsy and the IT component over fix@ars

3. Project funding and affordability

UVMMC’' s proposed investment in the OSC repres
as it seeks to both meet is pati emetssstainable al t hc
path.

UVMMCOGs Fi nanci:AsltheGMCB mawarebaskd otheNet wor k hospit al
budget filings, the entire Network operates within a financial framework that seeks to strike a
sustainable balance among four metrics: days cash on ¢tyaecting EBDA margin; average

age of plantand debto-capitalization ratioSeeNetwork FY2021 Budget Narrative at-22

(July 31, 2020); Network FY2022 Budget Narrative at-33 July 1,2021). Together, these

metrics are key indicatorsofaningtit i on’ s fi nancial health and pi
medium and longerm financial decisiommaking.As the largest hospital (by far) within the
Net work, UVMMC’'s financial situation drives t

Over the past f operaingymargim hedeclindddiveMatgelyg to the fact that
reimbursement from all sources has not lggatewith the inflationary pressures affecting the

delivery of health care. This has in turn eroded days cash on hand, which currently sits at 112
days—well below ratinga g e n Atrated medians of 175 to 225. In order to preserve cash,

UVMMC (like all of the Network hospitals) has greatly reduced the amount of capital it has

invested in its physical plant over the past three y@ars. resulof thatlack of investmet

UVMMC’ s average age of pl ant ispemjsctedbythevéngof but ¢
thisyear to be outside the acceptable range for-aatéd organization of 11 to 13 years,

indicating a failure to modernize the facilitiaswhich patients will receive care.

The fourth factor in the financial framework, debtcapitalization ratio, is well within the

healthy rangewhich isgenerallybetween 30% and 40%r an Arated health care organization;
indeedwhen an organizations -tb-edptalizationratio falls below 30%, it is often an

indication that the organization is not taking full advantage of its borrowing capacity in order to
meet its capital needmcluding reinvesting in its physical infrastructidteéis the Netwok

IMost of t he -tededebtis supported Hy th@btigated Group which consists of the
Network and four of its six hospitals.cluding UVYMMC), and allows these organizations to borrow as a
single entity and benefit, for example, from lower interest rétesvith the entire financial framework,
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continues to pay off its existing debt at a rate of approximately $20M per year, howeverits debt
to-capitalization ratio will soon fall below the recommended range, reaching approximately 27%
within three years without additional borrowing. That mehas UVMMC and the Network

already have the capacity to borrow more money in dod@ake the necessary cegi

i nvest ments t o nailitiesramdireduee auevalyeM@e’ ospland will gain
significantly more capacity in the next three years.

Of course, if an organization borrows money, it also needs to be able to generate the cash to
service that debtthatis, to pay back the borrowed money, with interksthort, the

organization needs to generate a positive operating EBIDA margin, fedihrethe capital
investment itself or from other operations, in order to support existing and additional debt.

ThePr o] eEffactostheUVM He al t h FivantiaWFramkewosk: The proposed

OSC offers UVYMMC the opportunity tioring all of the factorgn thefinancial framework into
better balance, improving the financial health of the organizadiosh therefore thetwork

while increasingpatientaccess to necessary services, both surgical andurgical. Theproject

will take advantage of the New o rlokv debtto-capitalization ratio, ensuring that it remains
within a healthy range. It will then utilize the borrowed funds in a manner that will both service

the debt generated by construction ofialthe pro

health by contributing to days cash on hand. And importantly, development of the new OSC will
lower the average age of plant and modernize the tools that practitioners and staff will need to
improve the health of Vermonters.

The estimated capitalallc at i on f or this project -yhaaapithle en
budgets going back to FY2015. The scope and timing of the project has changed @ezratijs

as demand, location, esite services and procedure mix have been refaedas theCOVID -

19 pandemic required reassessment of spending prioi@igsently, there is approximately

$119.1M included in the Network fivgear capitabudgetallocated to this project, spread

between FY2023 and FY2024, with a larger portion allocated to FY 2@t .financing is

planned for approximately $100M of the capital expense.

As shown in the incremental project pro forma below, the proposed OSC is projected to produce
a positive incremental EBIDA operating margin of $8.5M in its first-gatir of operéon,

rising to betwee$18M and$27.5M in each ofthe first full four years of operation. That margin

is more than sufficient to service the $100M debt financing, which includes approximately
$5.0M in annual interest payments. After taking account of intéhest and depreciation, the
proposed OSC will generate a positive incremental operating margin of between $6M and $15M
in each of its first four full years of operation.

As a norprofit community hospital and academic medical center, UVMMC will reshtlee
financial performance of the OSC for the benefit of patightggical programs rely upon many
collaborating specialties and health professionals to continue improving patient outcomes,
especially for patients who are aging, have multiple chromditions, or are experiencing

mental health concernalthough many of those professionals will never practice within the four
walls of the OSC, the facilitand the revenue it generated benefit them and their patients.

UVMMC' sowionrgr capacity and actual borrowing make
debt.
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A successful OSC withlsoenale UVMMC and the Network to continue investingire
treatment ofliabetes, kidney diseassnd infectious disease; its primary care psgchiatry
departmentsas well as itswutrition, rehabilitation, and care managenoigrams. Miny of
these servicgproduce a negative financial margin on their own thredeforecanonly be

offered because UVMMC realizes a positive margin on services such as outpatient Jurgery
OSC also will enable investments in educational and training programs for nursesnsurg
anesthesiologists, and clinical staff to strengthen the surgical workforce.

The positive margin from the OSC projectvélsoh el p st abi | i ze oodNMaMMC' s d-
which has declined from approximately 200 days to 112 days over the pastdiselgegely

because reimbursement from all sources has failed to cover the expenses necessary to deliver

care. Unless UVMMC is able to rebuild its cash reserves, it will be unable to continue to invest

in its employees, facilities and community, jeopardizhe care of future patients.

The project’s contribution to days cash on ha
project capital costs that UVYMMC intends to fund through cash from ongoing operations. The
$30M expenditure, which isequivalento appr oxi mately four days of
hand and will be made over a period of many months, will have only a modest and very short
term negative effect on t heexpdaetghateithkrthe days c a
anticipated borrowingr use of cash will negatively affec

Incremental Operating Pro Forma: The incremental project pro fornracluded belowfocuses

on the incremental financial impact of additional volume, revenue and costs associated with this
poj ect t o UVMM®S referehdedetsewhdrearl this.applicatitre proposed

OSC will not only expand outpatient surgical capacity Matlitalso increase inpatient surgical
capacity by shifting some outpatient cases to the new OSC. The intaéprerforma takes into
account both the additional outpatient and inpatient volumes, revenues and costs expected as a
result of the project.

Note that lhe pro formareflecs revenues in a traditional féer-service reimbursementodel

By FY2025,however, it is expected thahe reimbursement miwill includevaluebased and
fixed payment arrangements with government and other payetthathe shift to more value
based and fixed payment arrangements will increase during the pro forma timefraditeribia
incremental pro forma analyses do not reflect the value of these projects to the organization in
the context of high value care strateggs the focus on fefer-service is reduceddowever, to
succeed in valubased payment arrangements, prewsdmust strive to deliver care imetmost
efficient settings, such as the proposed OAISo note that theevenuesstimateseflect
continued downward pressure from government and commercial payers on remanissie
outpatient surgery centers, as CM®xpected to continurovementoward siteneutral
payments.

12 At the request of the GMCB, in preparing the pro forma and the financial tables accompanying this
application, UVYMMC has included cost and revenue inflation agsonsand projectionshat are
consistent with t hooewafuture findnciakfrdeworkihetpiojectioNseatew o r k' s
inherently inexact because actual outcomes in FX2depend upon factors that are unknowailthis

time andpatiallyorf ul I 'y out s i aatrobAlso notethbiMiee’preforma for FY29 reflects

the expectation, informed by our demand analysis, that it will be necessarygadvio of the four

shelledORs to satisfy growing demaithereby increasg revene, expenses, and depreciation.
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| INCREMENTAL Pro-Forma: Outpatient Surgery Center

| Incremental Volume

Total Volume * 1,689 3,071 3,275 3,224 4,341 15,600
OP Surgical Volume @ 05C 1,482 2,587 2,721 2,599 3,645 13,034
IP Surgical Volume @ Main Campus 206 484 554 625 696 2,566
Incremental Revenue
OF: Total Net Patient Revenue + FPP | § 14,195,742 | $ 24,860,014 $ 26,812,979 | $ 26,513,468 | § 36,780,818 | $§ 129,163,021
Net Patient Revenue: Facility| § 10,965,556 | § 19,203,214 | § 20,711,789 | § 20,480,431 | § 28,411,485 | § 99,772,475
Net Patient Revenue: Professional| § 3,230,186 | $ 5656800 | § 610,190 | § 6033037 |$ 8369333 | 8 29,390,546
IP: Total Net Patient Revenue + FPP *| § 13,006,455 | § 30,194,700 § 35,317,756 | $ 40,594,503 | § 46,029,552 | § 165,142,966
Net Patient Revenue: Facility| § 12,571,870 | § 29,185,803 | § 34,137,681 | § 39,238,116 | § 44,491,564 | 155,625,034
Net Patient Revenue: Professional | § 434,585 |8 1,008897 | S 1,180,074 | S 1,356,387 |8 1,537,988 | 5 5,517,932
OP: Reimb. adjustment on current vol. shifted to 0SC 3| - [1,636,303]| s [3,338,044]‘ s [3,512,510]| s [3,692,210]| s (3,877,301]| H (16,056,368]|
| Total Operating Revenue | § 25,565,894 | § 51,716,670 | § 58,618,224 | § 63,415,761 | § 78,933,069 | § 278,249,619 |
|I|1crernenta| Expenses |
Salaries/Wages and Other [ § 4,992,114 [ § 9,959,665 | $ 10,251,726 | $ 10,552,381 | $ 14,259,707 [$§ 50,015,594
Physicians | & 672,475 | &  1,345750 | & 1,379,294 | § 1,413,878 | § 2,762,152 | & 7,573,648
Staff Direct| ¢ 3,741,691 | & 7,461,412 | § 7685255 | & 7915812 | § 10,142,835 | & 36,947,005
staff Indirect | $ 577948 | § 1,152,503 | 8 1,187,078 | § 1,222,691 | $ 1,354,720 | § 5,494,941
Health Care Provider Tax°| § 1,533,954 | § 3,103,000 $ 3,517,093 | § 3,804,946 | $ 4,735,984 | § 16,694,977
Provider Tax| & 1,533,954 | § 3,103,000 | § 3,517,093 | § 3,804,346 | § 4,735,984 | & 16,694,977
Med/Surg/Pharmaceutical Supplies | § 1,919,327 | § 3,382,994 § 3,725474 |$ 3,771,162 | $§ 5,260,721 | § 18,059,678
Medical & Surgical Supplies | § 1,670,227 | § 2,942,173 | § 3,232,755 | § 3,263,193 | § 4,552,104 | § 15,660,451
Pharmaceuticals | § 245100 | 8 4408213 492,719| 8  s07969|S  r0ge1s| S 2,399,227
Other Dept. Operating Expense ’| § 1,463,494 |$ 672,394 | $§ 692,566 | $ 713,343 | § 1,090,165 | § 4,631,963
Miscellaneous Other Expense | § 309,157 | & 618,838 | 5 637,403 | § 656,525 | § 841,235 | & 3,063,158
Maintenance | $ 13,575 | § 53,556 | $ 55,163 | 8 56817 | 3 85,687 | § 267,798
Start-up Costs | & 1,140,762 | - s - | - | 160,244 | § 1,201,006
Other non-Dept. Operating Expense °| § - $ 333281 |S 465821 |5 479,796 | § 1,054,961 | § 2,333,859
Miscellaneous non-Dept. Other Expense | § - 5 233,281 | & 465,821 | § 479,796 | § 1,054,961 | & 2,333,859
IP Direct Cost °| § 7,076,153 | § 16,427,407 | $ 19,214,602 | § 22,085,413 [ § 25,042,348 | § 89,845,922
IBdirectcost | § 7076152 | & 16,427,407 | § 19,214,602 | & 22,085,412 | § 25042,248 | & 89,845,922
ol
Total Depreciation and Interest *°| § 8,420,907 | $ 11,841,815 [ $ 11,841,815 | $ 11,841,815 § 12,382,816 | $ 56,329,168
Depreciation and Amortization| § 3,420,907 | 8 6,841,815 | & 6841,815| 8 6841,815| $ 7,382,816 | § 31,329,168
Interest Expense™ | $ 5000000 | $ 5000000 | 3 50000003 50000003 50000008 25,000,000
| Total Expenses | $ 25,405,950 | § 45,720,557 | $ 49,709,097 | § 53,248,854 | § 63,826,703 | § 237,911,160 |
[Incremental Operating Margin [§ 159945 [$ 5996113 $ 8,909,127 [ $ 10,166,907 | § 15,106,366 | § 40,338,458 |
[EBIDA OPERATING MARGIN = | $ 8580852 % 17,837,928 | $ 20,750,942 | $ 22,008,721 | $ 27,489,182 | § 96,667,626 |

Notes:

General Assumptions:

> Allvalues include cost inflation and revenue inflation to be consistent with assumptions used in the development of our Future Financial Framework

» Volume estimates are based on OR and surgical volume demand analysis
= FY25 reflects the April 2025 expected start to operations.

> Estimated cost and revenue not included for additional imaging or other ancillary services.

> There were no estimates built into this pro-forma for revenue opportunities or expense savings for vacated space at the FA campus created by this move.

Specific Assumptions:

W

Calculated at 6% of Total NPR + FPP.

L

. Incremental IP direct costs for incremental IP cases.

: Volume based on OR cases. Incremental OP and IP cases due to this project.

: Revenue based on average reimbursement per case per specialty, recommended by Stroudwater Associates.

Incremental non-salary expenses assigned to the future OSC cost center. Based on cost accounting analysis.

Cost based on FY22 avg. supply cost per case and applied to incremental OP OSC volume then adjusted for cost inflation.

Incremental costs based on operating budget for the new OSC plus one time operating start-up cost incurred from FY21-FY25.

Reduced reimbursement from HOPD rates for current OP cases moving to the new OSC. Reimbursement for OP cases adjusted down from current state to Stoudwater recommended rates

salaries for incremental providers and staff based on FY22 averages. 20% of physician salary added as benefits. 33.1% of staff salary added as benefits, then adjusted for cost inflation

10: Capital depreciation for project and Interest expense on a loan to fund this project. Includes additional depreciation for $8.8M fit-up costs for shelled spaces starting in FY29.

1
1

L

Earnings before interest, depreciation and amortization.
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From an incremental perspective, the aggregate cash flow from this investment turns positive in
the second full yeaof operationsand yields a fiveyear nefpresent value of45M.

Incremental Cash Flow: Qutpatient Surgery Center

Margin from Operations 3 159,945 | 5 5,996,113 | 5 8,909,127 | 5 10,166,907 | 5 15,106,366 | 5 40,338,458
Depreciation 3 3,420,907 | § 6,841,815 | 5 6,841,815 | 5 6,841,815 | § 7,382,816 | § 31,329,168
Cap Interest (non-cash, add back as in Total Project Cost) 5 6,345,897 5 6,345,897
Total Project Cost - this CON Application $ (129,640,703) $ (129,640,703)
Estimated fit-up cost of Additional 4 OR rooms - Future CON (TBD) 5 8,756,748 | & 8,756,748
Debt Proceeds 5 100,000,000 5 100,000,000
Debt Principle payments (intest only first 5 years) ) - S - S - S - S - s -
Annual Cash Flow $ (19,713,954)| § 12,837,928 | § 15,750,942 | $ 17,008,721 | § 31,245,930 | § 57,129,568

Project Aggregate Cash Flow @ End of Each Yr[ §  (19,713,954) §  (6,876,026)] § 8,874,916 | § 25,883,637 | § 57,129,568 |

5YrNPV @ 5% 544,950,562

Facility Startup Operating Costperational costs related to project planning and transition to

the new facility are not considered capital expenses and can affect operating financials before the
opening of the new faciljt Those costs are related to transition planning, moving, recruitment

and training. These costs, estimated at approximately $1M, will be incurred through operating
dollars and budgeted for the period prior to, and dudagstruction.

[Expense Category [ 2021-2024] 2025 [ Total |
Admin Expenses $ 171,000/ $ 13,000 $ 184,000
Recruitment cost $ 373,691 $ - $ 373,691
Operational Planning $ 20,0000 $ 10,000($ 30,000
Transitioning and Moving| $ 125,000] $ 130,000{ $ 255,000
Other Misc. Expenses $ 2,500 $ - $ 2,500
Communications $ - $ 135,000 $ 135,000
IT Setup $ - $ 96,0000 $ 96,000
Total $ 692,191| $ 384,000 $1,076,191

All start up costs included in financial pro forma

SECTION II: CO NSISTENCY WITH CON STATUTORY CRITERIA

The GVICB shall ganta certificate of need the applicant demonstrates ththte proposed
projectserves the public good anteetsthe statutory criterisgset forth in 18 V.S.A. § 943This
applicationsatisfies alktatutoryrequirements and criteria.

As an initial matterthis project serves the public godthe proposed OSC will accomplish

several important health care and financial goals at the samariuhtberefore represents the

most responsible investmentdfV MMC* s capi tal, especially durir
instability.

First, the OSC will meet an existing and future community need for additional surgical capacity,
as the population grows and ages. Without the prdjeatisands of Vermonters will nbave
acceptable access to the surgical care they, mdezh they need it.
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Second, the OSC will produce a positive financial margin almost immediately after opening and
will therefore contribute significantly to the financial sustainability of UVMMC arel th

Network, helping the health care system stabilize after adleaifie of declining financial results
and the shock of an unprecedented global pandemic.

Last this financial stabilization will enable the applicant to continue to offer a wide range of
bothessential and highly specialized health care services to its adult and pediatric patients, many
of which do not produce a positive financial margin on their own.

The applicant meets each of the following statutory criterion
18 V.S.A. § 9437(1).

(1) The proposed project aligns with statewide health care reform goals and principles
because the project:

(A) takes into consideration health care payment and delivery system reform
initiatives;

(B) addresses current and future community needs in a manner that balances
statewide need, if applicable; and

(C)is consistent with appropriate allocation of health care resources, including
appropriate utilization of services, as identified in the HRAP pursuant to section
9405 of this title.

The proposed projeaneets the first stutory criterion. The projeet | i gns wi t h Ver mon
care reform goaland reform principleby expandingimely access to needed health care
servicesdelivered to patients the most appropriateosteffectivecare settingThe project

supportghe transition ofomehealth care services from the hospital setting tacaessible,
separat@utpatient environmenhatmany patient$ind preferableand which enables theta

recover safely and comfortably in their own homfsd & a resulbf thetransition space on the

main campus can be used to help meet increasing demand for those surgereeitide

performed in an inpatient setting.

The projecis responsivéo current and future community neetibe applicanhasanalyzed
regionaldemaraphicdataandprojections of the futurdemand for ipatientand outpatient
surgeries over the next decade and beyBedSection | B, aboveThatanalysisinforms the

size and scope of this projexgregional population growtlparticularly in the 65 segments
projected to fuetising demand foinpatient and outpatient surgeribst will exceedexisting
surgical capacityAs Ver mont ' s | argest community hospita
must be able to meet patient demands servicearea,and support higher acuity referrals and
transfers from other regional institutioi&uilding a new OSC that can accommodate surgical
growth across a wide range of subspecialties will meet community needs by helping ensure
ongoing access to timelligh-quality care.In addition, moving certain procedures off the main
campus and into the OSC will free up hospital ORs for surgeries, and patients, that need an
inpatient setting.

The project isalsoconsistent with the appropriate utilization of servitdgMMC serves
Vermont’'s most popul ous c otuhnet ydargestdemsmunityr oundi n
hospital and tertiary care facilitfhe data outlined in the demand modeling in Section |, B,

above, demonstrates th@hittenden County and the swiraingareawill experience not only a
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growth in population, but an aging of that population, fueling the need for more surgical services.
See, e.gPublic Opinion Strategiedemographic forecastigures 1.4 and.5 (showing 626 10

year populatiorgrowthfor the 65+ population in Chittenden Couniymd 81%, 141% and 56%
growth for the same cohort in Franklin, Grand Isle, and Washington County, respectively)
response to the demarbe propose®SCis designed isufficientsize and scope to supptie

wide range of surgical specialtineededy this populationandto serve as an essential

component of the full spectrum of care provided through UVMMC and Netaffitlated

hospitals.

The Project meets each of the relevariiRAP Standards:

CON STANDARD 1.3 To the extent neighboring health care facilities provide the services
proposed by a new health care project, an applicant shall demonstrate that a collaborative
approach to delivering the service has been taken or is not feasible or appropriate

UVMMC is the cornerstone facilitypf the Network whichserves over one million residents of

Vermont and Northern New York States t he st ate’s | argest commun
academic medical center, UVYMMC provides a range of surgical proceduresabrossl

spectrum of surgical specialtigrany of which arenavailable elsewhere in Vermo#ts such,

UVMMC accepts referrals and transfers from other unaffiliated providers and hospitals for
procedures that cannot be performed elsewhere in the SYAWWMC canaccept those referrals

only if it hasadequate capacity to treat the referred patiémtexpansion of its surgical

capacity will better allow UVMMC to continue to engage collaboratively with other providers

with respect t odavdideccess qorestraints that rmake collaborationamore

difficult.

Converselyif UV MM C sugical capacitys not expandedt will be unable to meet growing
demand for services its service areaseeSection |, B, 2 (Surgical Volume and OR Demand
Analysis),andtherdore the rest of the stat©therNetworkaffiliate hospitalannot be

expectedo absorb growing demand, as population growth is expected to fuel increased demand
at those facilities as welkeeSection ) B, 1, ¢ (ieither CVMC noiPMC have sufficient capacity
tomeet UVMMC’ s f o rNercan®othes, dnallsmdmaore dpecializefdcilities
accommodate some of the complex, equipAr@einsive surgical procedures that can be safely
performed in the proposed OSC.

CON STANDARD 1.6: Applicants seeking to develop a new health care project shall explain

how the applicant will collect and monitor data relating to health care quality and outcomes

related to the proposed new health care project. To the extent practicable, such datenollec

and monitoring shall be aligned with related data collection and monitoring efforts, whether
within the applicantdéds organization, other or

This projectwill not impactt h e a p prigoingdata tollestion and monitorg efforts

Sectionll, C, 7, above, outlines the key quality measures the appha#irdontinue to collect
reportand monitorto ensure thahe OSOmeetsor exceeds industry standards and benchmarks.
Resources for benchmarking adéntifying industrystandards include tieenters for Medicare

& Medicaid Services (CMS) Ambulatory Surgical Center Quality Reporting (ASCQR) Program
the National Healthcare Safety Network (NHSN) Same Day Outcome Measures (SED@M)
Association of Perioperative Registefddrses (AORN) and the Association for the
Advancement of Medical Instrumentation® (AAMtheAmerican Hospital Association (AHA)
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Health Equity, Diversity & Inclusion Measures for Hospitals and Health System (HHS)
Dashboardsand theAgency for Healthcar®esearch and Quality (AHRQ)

CON STANDARD 1.7: Applicants seeking to develop a new health care project shall explain
how such project is consistent with evidebesed practice. Such explanation may include a
description of how practitioners will be madeare ofevidencebasedpractice guidelines and
how such guidelines will be incorporated into ongoing decision making

The relocation of the Fanny Allen OBed development of additional ORs to meet patient
demandwill not impact established protocolscaadherence to evidentased practices.

As UVMMC is a leading academic medical center providing graduate medical education based

on a philosophy of evidend®ased practiceno st phy si ci a medicatstaff botly MMC’ s
practice and teach healthcatB/MMC is committed to delivering high quality patient care

using evidencdasedoractice guidelinedor exampleconsistent with established protocol and

the current assessment process at the Fanny Aldypatients with an ASA (American Society

of Anesthemlogy) score of 3 or belowvith low risk for complications and infectiowill be

appropriate for surgical catee OSC

UVMMC’ s s ur gi c aill codtieup @mlre inforenedtbyoest practice resources including
the CMS Ambulatory Surgical Center QuglReporting (ASCQR) Program, the National
Healthcare Safety Network Same Day Outcome Measures, the Association of Perioperative
Registered Nurses and the Association for the Advancement of Medical Instrumentation,
American Hospital Association Health EtwiDiversity & InclusionMeasuresand the Agency
for HealthcareResearch and QualiteeSection |, C, 7.

CON STANDARD 1.8 Applicants seeking to develop a new health care project shall
demonstrate, as appropriate, that the applicant has a comprefeeegidencdased system for
controlling infectious disease

UVMMC complies with Joint Commission requirements on Infection Prevention and
Surveillance. Its Infection Prevention Team was established in 1984 and continues to strive to
reduce and prevent Hdacareassociated infections as part of the James M. Jeffords Institute for
Quality and Operational Effectiveness. The team is led by the Hospital Epidemiologist and

includes members certified in infectiieen preve
include:

1 Collection and analysis of infection data

1 Evaluation of products and procedures

1 Development and review efvidencebasedoolicies and procedures

1 Consultation on infection risk assessment, prevention and control strategies including

activities related to occupational health, construction and disaster planning
1 Educational efforts directed at interventions to reduce infection risks
1 Interpretation and implementation of changes mandated by regulatory, accrediting and

licensing agencies

1 Application of epidemiological and quality improvement principles including activities
directed at improving patient outcomes

9 Participation in research projects
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In addition,UVMMC continues taemain vigilantin its efforts to prevent the spread@®VID-
19,and has taken measure that incladepting visitation policiethathave been implemented
and updateth accordance with the latest science and best pracBeese.g.,
https://www.uvmhealth.org/medcenter/patieatslvisitors/visitors/visitinghours

CON STANDARD 1.9 Applicants proposing construction projects shall show that costs and
methods of the proposed construction are necessary and reasonableadgmhall show that
the project is cosgffective and that reasonable energy conservation measures have been taken

Theapplicant has taken steps to ensure thatohstructiorcosts and methods associated with

this project are necessary and reasonadblMCi s empl oyi ng a “Construc
at Risk” form of construction ,the@GMisamsktof or t h
deliver the project with &uaranteed Maximum PriceGMP”) that is based on the construction
documents andpecifications at the time that the GMP amount is agreagpically once
constructiondocuments are completed. Essentially, the CM must complete the project as defined

in the construction documents within the bounds of the GMP cost estimate.

Since theproposed construction cost estimate for this project is based on schematic level design
documents available at this timmefore final construction documents are available, the applicant
will carefully manage the design development process to ensurestifercthe project remains

within thebudget established during the schematic design phase.

In order to manage cost risk as the design progresses, UVMMC has retained an independent
third-party construction cost consultant and put in place an estimatioggs that will enable it

to evaluate and monitor the cost of the project as dgsagresses. The schematic design

documents are simultaneously and independently estimated by the CM and the construction cost
consultant. Thechematic design estimate @nepared and reconciled resulting in a consensus
construction cost estimate that is used to establish the budget for constructionhests.

independent estimating and reconciliation process will be repeated at several points as the design
progresses throigtheDesign Development and Construction DocumesigiiephasesA Value
Management process will also be put in place as a mechanism to limit changes in scope and
potential cost increases.

Given the current unprecedented environment of constructionndiagtan, supply chain

disruption and critical labor resource shortagjes applicant finds it prudent and essential to

retain Key Trade Partners (key subcontractors) early in the planning and design phase of the

project. The Key Trade Partners will advidVMMC and the design team during the design

development process to suggest design considerations and materials and construction methods to
make the projeanor e constructi ble and |l ess costly frol
the team to devep mitigation measures to reduce the impact of cost volatility, supply chain
disruptionsand labor and materials scarcity. Taken together, thessureshould ensure that

only reasonable, necessary and affordable scope, design and construction ogtionsidered

throughout the planning and construction of the OSC.

These cost control techniques and measures should yield the following benefits:
1 Reduce the design time
1 Increase the accuracy of the construction documents

1 Minimize design errors and omissis
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1 Allow for valueemanagement alternatives to be conceived and developed throughout the
design and construction phases

Reduce the construction schedule and project timeline
Provide for timely and direct feedback from the contractors to the design team

Provide for higher quality design documents due to ongoing contractor input

= =2 A =

Reduce potential for design and scope changes

Despite the best cost control practices to defend against materials and commodity cost escalation
and material and labor scarcibg see over the last several yeatisere is still risk for the cost

of the project to exceesstimatesUVMMC will, of course, inform theGMCB of anymaterial

cost overruns and comply with all of its associated regulatory obligations.

The method of the projec’ s p r o p 0 s dsthlsacnecessaryrandaeasoralnkee Guilding

is desigred and will be constructed accordance with applicable NFPA Sections, IBC 2015, and
the adopted section of the Vermont Division of Fire Safety Code. The building uskeshall

IBC B-Business Occupancy, NFPA 101 New Ambulatory Healthcare Occupancy, Vermont
Energy Codeand follow the clinical requirements tife Guidelines for Design and Construction
of Outpatient Facilities as issued by the Facility Guidelines Instit@4¢) (Eonstruction details
areoutlined in Section, C, above.

The design of the buling reflects UYMMC s overarching commitment t
sustainability goals. This project will seek LEED certification and is designed to meet or exceed
Vermont Errgy Code requirements and EnergyStar standards.

CON STANDARD 1.10 Applicants proposing new health care projects requiring construction
shall show such projects are energy efficient. As appropriate, applicants shall show that
Efficiency Vermont, or anrganization with similar expertise, has been consulted on the
proposal

As statechbovein Standard 1.%the project design is energy efficient. A letter from Efficiency
Vermont is attached as Exhilgit

CON STANDARD 1.11 Applicants proposing new healtlare projects requiring new
construction shall demonstrate that new construction is the more appropriate alternative when
compared to renovation

New construction is thenly viable optiorfor the proposed project. Axplained throughout this
application, ther e g i populatisn isbothgrowing and aging, drivingnincreasing demand for
surgical procedure&) VMMC’ s current sur gi cal thdingpendingi ti es ¢
growth; some of its ORs have not been renovated in 30 years, and atetalé for manyof

t o d @gmplexsurgical proedures.The Fanny Allen ORareundersizedy t oday’ s
standards-rangingin size from 378 to 450 square feetcontrast to thé30sq. ft. ORdn the
proposeddSG—andcannot accommodate the installatioradizartedair handling systeswor

the contemporarygurgical equipment and interoperative imaging used routinely in modern
surgical environments. The prand postoperative areas are also lacking; the bays are small and
limit access by personnel and visitorsg dneir close proximity is not conducive to patient
privacy.Given the age and footprint of the building, expansion and/or renovation of these rooms
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to bring them to contemporary standardsimsply not feasible Earmarked for replacement in
UV MMC’ s tids BMasterlPlan since 2017, the Fanny Allen OReat@ated andeaching
the end of their useful life as a surgical environment.

Thereis alsono room to expand on timain ampus SeeSection |, B, 1, abov&Vhile growth
projections indicate that th@licant will need betweegsightand 12 ORs to replace those at
Fanny Allen and accommodate the growth in demanddtpatientsurgeriesthe main campus

is essentially landbcked, and its limited clinical spatemost appropriately utilizefbr those
services thashould bedelivered in a hospital environmeMoving outpatientsurgerieff the
hospital main campus anewly constructedmnodernOSC is consistent witbontemporarygare
standard and will vacate spader additional inpatient surgeriesasing backlogs and increasing
patient accesg.he same result cannot be achieved by renovating existing space.

CON STANDARD 1.12 New construction health care projects shall comply with the
Guidelines for Design and Construction of Health Care Facdiis issued by the Facility
Guidelines Institute (FGI), 2018 editioBeeGMCB Certificate of Need Bulletin 001 (Nov. 19,
2019).

UVMMC is accredited by the Joint Commission and therefore required to follow the FGI
Guidelines for Design and Construction@iitpatient Facilitieshat address services that will be
provided at this facilitySeeGMCB Certificate of Need Bulletin 001 (Bulletin clarifying CON
Standard 1.12 requirementEXxhibit 2, attached, contains a detailed table showich relevant
FGI Gudeline and a description of how the project satisfies the relevant guideline

CON STANDARD 2.2 Applicants seeking to introduce new ambulatory care services,
including hospital ambulatory care center or physician office based services, shall show how
suh services are consistent with Vermont 6s
onset of disease and to minimize the effects of disease shall be given the highest priority.

The applicant is not adding new services; the services that will beedfat the OSC are already
provided by the applicant, whether on the main campus or at the Fanny Allen facility.

CON STANDARD 3.4: Applicants subject to budget review shall demonstrate that a proposed
project has been included in hospital budget subomssor explain why inclusion was not
feasible

UVMMC hasidentified theprojectin its GMCB capital budget submississinceFY2020.
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18 V.S.A. § 9437(2)
(2) The cost of project is reasonablebecause each of the following conditions is met

(A)T h e a p p linencia cohddien will sustain any financial burden likely to
result from completion of the project

(B) The project will not result in an undue increase in the costs of medical care or an
undue impact on the affordability of medical care for consumers. In ming a
finding under this subdivision, the Board shall consider and weigh relevant
factors, including:

() the financial implications of the project on hospitals and other clinical
settings, including the impact on their services, expenditures and charges;
and

(i) whether the impact on services, expenditures, and charges is outweighed by
the benefit of the project to the public

(C) Less expensive alternatives do not exist, would be unsatisfactory, or are not
feasible or appropriate.

(D) If applicable, the applicant has ircorporated appropriate energy efficiency
measures.

Thecost of the project is reasonable, andapplicantthereforemeets this criteriorilhe scope
and cost of the OSC reflecareful analysis of the regional need for surgical servioesand
into the titure

First, heapplicat " s f i nanci al condi ti onAsexplanedinmst ai n t I
Sectionl, D, aboveand in the Network budget submissiptige entireNetwork operates within

a financial framework that seeks to strike a sustainaddEnce among four metrics: operating

EBIDA margin;days cash on handyerage age of plant, and débicapitalization ratio.

Together, these metrics are key indicators of
framework for medium and loAgrmfinancial decisioamaking.

Over the past five years, UVMMC’ s operating m
that reimbursement from all sources has not gepewith the inflationary pressures affecting

the delivery of health care. This hagurn eroded days cash on hand, which currently sits at 112
days—well below the rating@ g e n &“raeed medians of 175 to 225. In order to preserve cash,
UVMMC (like all of the Network hospitals) has greatly reduced the amount of capital it has

investedn its physical plant over the pastthreeyeAssa r es ul t |, UVMMC’' s aver
plant has slowly but consistently risen, and is projected by the end of the year to be outside the
acceptable range for anrated organization of 11 to 13 years, inditgta failure to modernize

the facilities at which patients will receive care.

The fourth factor in the financial framework, debtcapitalization ratio, is well within the

healthy range-generallybetween 30% and 40%for an Arrated health care organizatiovhen

an or gani #oexaptalzationrtiodalstbelow 30%, it is often an indication that the
organization is not taking full advantage of its borrowing capacity in order to meet its capital
needs. As the Network continues to pay off its @xistlebt at a rate of approximately $20M per
year, however, its deo-capitalization ratio will soon fall below the recommended range,
reaching approximately 27% within three years without additional borrowing. That means that
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UVMMC and the Network alrey have the capacity to borrow more money in otdenake the
necessary capital investments to modernize its facilities and reduce average age of plant, and will
gain significantly more capacity in the next three ye@fsourse, if an organization bows

money, it also needs to be able to generate the cash to service thathael, to pay back the
borrowed money, with interest. In short, the organization needs to generate a positive operating
EBIDA margin, either from the capital investment itselfrem other operations, in order to

support existing and additional debt.

The proposed OSC offers UVMMC the opportunity to bring all of the factors in its financial
framework into better balance, improving the financial health of the organization while
increasingpatientaccess to necessary services, both surgical andurgical. The project will

take advant age o-fo-cagidliddddd raso, dnsunwng tbae ibrémains within

what is recommended as a healthy raigsill then utilize the borowed funds in a manner that

wi || both service the debt generated by const
overall financial health by contributing to days cash on hand. And importantly, development of

the new OSC will lower the averageeanf plant and modernize the tools that practitioners and

staff will need to improve the health of Vermonters.

The estimated capital all ocation f emearchpitdal s pr o
budgets going back to FY201bhe scope andriing of the project has changed over thesiod

as demand, location, esite services and procedure mix have been refi@adently, there is
approximately $119.1M included in the Network fiyear capital allocation framework

allocated to this projecspread between FY2023 and FY2024, with a larger portion allocated to
FY2024. Debt financing iplanned forapproximately$100M of the capital expense.

Importantly, the proposed OSC is projected to produce a positive incremental EBIDA operating
margin of $.5M in its first halfyear of operation, rising to between $18M and.3®I7in each

of the first full four years of operation. That margin is more than sufficient to service the $100M
debt financing, which includes approximately $5.0M in annual intergsh@ats. After taking

account of both interest and depreciation, the proposed OSC will generate a positive incremental
operating margin of between $6M and $15M in each of its first four full years of operation.

As a norprofit community hospital and acadenmedical center, UVMMC will reinvest the
financial performance of th@SC forthe benefit of patientSurgical programs rely upon many
collaborating specialties and health professionals to continue improving patient outcomes,
especially for patients whare aging, have multiple chronic conditions, or are experiencing
mental health concerns. A contemporary and successful OSC will also enable UVMMC and the
Network to continue investing ime treatment ofliabetes, kidney diseassdinfectious

diseaseits psychiatry and primary care departments, analitstion, rehabilitation, and care
managementrograms. Miny ofthese servicegroduce a negative financial margin on their own
andthereforecan only be offered because UVMMC realizes a positive margservices such

as outpatient surgery. The OSC also will enable investments in educational and training
programs for nurses, surgeons, anesthesiologists, and clinical staff to strengthen the surgical
workforce.

The positive margin from the OSC projectwi hel p stabilize UVMMC’' s d
declined from approximately 200 days to 112 days over the past five years, largely because
reimbursement from all sources has failed to cover the expenses necessary to delietesze.
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UVMMC is able to rehild its cash reserves, it will be unable to continue to invest in its
employees, facilities and community, jeopardizing the care of future patients.

The project’s contribution to days cash on ha
project captial costs that UVMMC intends to fund through cash from ongoing operafibes.

$30M expenditure, which is equivalent to appr
hand and will be made over a period of many months, will have only a modest andorery sh

term negative effect on the Network’s days ca
operations should replenish it relatively quickly, especially after the OSC project is generating
revenue. It is noéxpectedhat either the anticipated borrawg or use of cash will negatively

affect the Network’'s bond rating.

Second, thiprojectwill not result in an undue increase in the costs of medical care or an undue
impact onits affordability. As UVMMC discusses in detail in its annual budget filirgsaual

rate requests areot tied to specific projecnd are instead based yaar over year per unit cost
inflation, the majority of which is generated by increases in salaries and the cost of sGaglies
e.g.,UVM Health Network2023 Budget Narratey at 24; see als®023 Budget Presentation,
slides17 (cost inflation component)8-30 (calculation of requested rate increaséyM

Health Networkk022Budget Narrativeat 3 ( “ The commer ci al rates id
foremost, the product of aathematical equation designed to cover cost inflation on the
commercial business and to cover the cost shift related to expense iriflakarther, ashown

in the CON Application Table 3BndtheIncremental Prd-orma, thigroject realizesn

incremettal net operatingnarginin year 1 while addressinghe forecastethcreasen demand

for surgicalservices.

Third, there are noglss expensive alternativibeat aresatisfactoryfeasibleor appropriate. The
need to replace the Fanny Allen Ofirss beendentified in the Facilities Master Plan since 2017,
and their repeated closure, in 2019 and 2020, undestbereeed for their replacemeithe
ORsare undersized and outdated, making them unsuitable for many contemporary, complex
surgical procedure3.he building footprint does not allow for expansion and renovation to
increase OR square footage ohtuseadvancedhir handling systemihat help minimize

infection risk,andmodern technologies amdjuipmentSeeSectionl, B, abovesee alsdn re:
Application of the University of Vermont Medical Center for a Conceptual @®IRlanning

and Design of an Outpatient Surgery Center, GMI2B-21, Finding of Fact 110 (Sept. 20,
2021).In addition, including the shelled space in the project at this junafiliravoid costly and
disruptive construction in the near future, while helping ensure that patient demand will be met.
SeeSection |, C, 2, above.

The main campus cannot be expanded to replace the Fanny Allen ORs or to accommodate the
forecasted groth in demand foboth inpatient and outpatiestirgical procedures. Nor is the

main campus the optimal space for expansioanascreasing number sfirgerieghat once

required a hospital settingan now be performed safely, efficiently, and more-edigicively on

an outpatient basiddoving surgeries off thenain campusvill in turn free-.up additional space

on the main campus that canuidized for trosesurgeries and patientisatrequire an inpatient
setting helping meet the growing demand for inpatiprocedures.

In contrast to a specialized ambulatory surgery centeprtposednulti-disciplinaryfacility
canaccommodatéoth simple and complesurgeries and procedures acrasside range of
surgical sibspecialtiesThe design incorporates featsiat maximize efficiencies and
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flexibility, leading to increased productivityhe size of the ORs is consistent with industry
standards and will alloior modern equipment and surgical teaarg] their uniformity makes
them interchangeahleasng schediling issues that contribute to a bamklof cases.

Last, n consultation with Efficiency Vermont and consistent With' M M C dverarching
commitment to environmental sustainability goals,applicant has incorporated appropriate
energy efficiency meases as explained in response to CON Standard s 1.9 and 1.10

18 V.S.A. § 9437(3)

(3) There is an identifiable, existing, or reasonably anticipated need for the proposed
project that is appropriate for the applicant to provide.

A new Outpatient Surgery Centerneeded to repladbhe operating rooms at the Fanny Allen,

add modern OR capacity to meet surgical demand now and in the future, and to operate in
concert with UVMMC’ s TheineytOS valllbe ahigllyeflexilenslit- r at e gy
specialty outptent surgical centein whicha broad variety of surgical casesnbe performed

safely, efficiently and costffectively.

Closure of the ORs atthe Fanny Allera s b een i nc | uUdcditésMasterPldv MMC' s
since 2017The outdated and undersizesbmsareatthe end of their useful life, ar@hnnot be
expanded orenovated taneet contemporary standamsto accommodate advanced air

handling equipment to minimize infection risk, or the types of technologies and equipment used

i n t oday.Thkeressuno rgoenron teesnain campusdplacethese ORs, and the failure

to replace them will only exacerbate existpagient accesissuesSeeSection |, B, 1, b.

Demographic indicators support the need for this progesteet growing demantdlV MM G’
demand modeshows that population growtparticularly in the 65+ and above cohort, will
continue to drivencreasd demand for both inpatient and outpatient serviBg2030,

UVMMC surgical demand is expected to grow between 14% and 32&kection ) B, 2. The

main campus does not have the space, nor is it the optimal location, for additional outpatient
ORs. Rather e construction o new OSC will address the expected growth in both inpatient
and outpatient demand, as outpatient surgen@ged tothe new facility will create additional
inpatient surgical capacity on th&in campus.

As Vermont’'s |l argest community hospitatiss, tert
appropriate for UYMMC talevelop this project. her Network affilate hospitals cannot fill the

void in surgical capacitin the regiorwithout limiting local patient accesaor can theyypically

invest in the facilities otrechnologies commonly utilized in larger hospit&al¥ MMC must

increase its own surgical capadib serve the Burlington area patient demand, support kigher

acuity referrals and transfers fradetworkpartners and regional institutions, and attract

providers and learners who are looking to practice in a modern;aisdiplinary setting.

UVMMC wasunable to identify a feasible alternatiwcetheproposedroject The applicant has
considered potential renovatigexpansion of existing facilitieas well as smaller, motinited
facility construction SeeSection 1,B, 1, g, aboveNone of the chiges are adequate, ight of
demandhat isexpected to grow significantly across a number of specialties by 2680
proposed size and cost of this project reflects this reality.
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18 V.S.A. § 943 7).

(4) The project will improve the quality of health carein the State or provide greater
access to health care for Vermontodds reside

This project will both improve the quality of health care and provide Vermonters with increased
access to cardt will promote better quality cafgy increasing the ge of the ORs so they can
supportmoderntechnologiessurgical teamsandadvanceadir handling systemihat minimize

risk of infection Theuniformity and interchangeabilityf the ORs will allow for more efficient
schedulinga patient does not havewait for one, specific OR in which thesurgery can be
performed to become availableportantly,the projectwill improve the patient experience,
allowing patients to receivibeir caresafely and conveniently infacility that meets

contemporary staralds and expectationandto returnmore quicklyto their homes antheir
communities

The projecwill provide greateaccesgo careby increasing capacity to keep pace with
increasingsurgicaldemandlt is clear thatlte Fanny Allen ORshouldbe repaced; their

ongoing use is precarious, givieaturring air quality issues and their limited size and uses.

Al ready, they have twice cl| osedsuhasextprelingt ed| vy,
OR hours on the main camptisat only minimally releved backlogsThe main campus ORs

cannot absorb the loss of the Fanny Albemhe projected growth in demand for inpatient and

outpatient surgerge The project will offer highquality care, in a modern facility that can

accommodate o d ay ' s t ad dddress tlgrgwing demand foboth inpatient and
outpatientsurgical servicesSee generallySection |, B.

18 V.S.A. § 9437):

(5) The project will not have an undue adverse impact on any other existing services
provided by the applicant.

This projectwill not create an undue adverse impact on any other services provided by the
applicantBy developing the project and moving a portion of outpatient surgeries from the main
campus, the applicant can increase inpatient surgical capacity, consistentongttaated rise in
demand. Moreoverheapplicant will be able to absothe minimalimpact to ancillary services
(laboratory testsadministrative servicegtc.)that will resultfrom the increased surgical

volumes.

18 V.S.A. § 9437(6]Repealed.]
18 V.S.A § 94377):

The applicant has adequately considered the availability of affordable, accessible
transportation services to the facility, if applicable.

UVMMC has worked in collaboration with the Special Services Transportation Agency
(“SSTA") to ensure thahere is consistent, affordable and reliable public transportation
available for patients to access Tilley Drive health care serwd@sh will include the proposed
OSC SSTA offers free, direct shuttle service from the Green Mountain Transit (GMT)
Downtown Transit Center on Cherry Street in Burlington to Tilley Drive. The free shuttles stop
to pick up and drop off passengers on their way to, or returning from, their appointments at any
of the medical office buildings along Tilley DrivBeeTilley-Drive-

Shuttle August2022BMG.pdf (ridegmt.com)
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https://ridegmt.com/wp-content/uploads/Tilley-Drive-Shuttle_August2022BMG.pdf
https://ridegmt.com/wp-content/uploads/Tilley-Drive-Shuttle_August2022BMG.pdf

18 V.S.A. § 943R):

If the application is for the purchase or lease of new Health Care Information Technology,
it conforms with the Health Information Technology Plan established under section 9351 of
this title.

Not applicable to this project.
18 V.S.A. § 943R)

The project will support equal access to appropriate mental health care that meets
standards of quality, acess, and affordability equivalent to other components of health
care as part of an integrated, holistic system of care, as appropriate

If the patientseeking services at the OSC expresses a need for mental health care serisces and

not in an acute cris, theywould bereferedto their primary care physician. The primary care

provider, working with their mental health care provider colleagues, would be in the best
position to assess the patistafiwouldfolowde/avdM.C’ Isf a
suicide risk assessment protocol, which may include contacting 911 (from Tilley Drive) or

UVMMC internal Medical Emergency Team (at thain campus) to facilitate an assessment of

the patient to deter mi ne praspnpatioo.pr i ate care gi Vv

CONCLUSION

Based on the information contained in this application, and for all the foregoing reasons,
UVMMC respectfully requests approval of the application and issuance of a CON for the
project.
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